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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


| BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 
You may send me postpaid for examination “The Funda- a copy 

| mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in on 

| full payment or return the book. 


approval 








The Publisher’s Page 


N this month’s issue we publish “A British View of the New 

Deal,” by Roperr CaLLaAnpeR Wyse, This article will be 

found starting on page 343. It reviews some of America’s 

problems from the standpoint of a leading banker of the City 
of London. Mr. Wyse is manager of the Union Discount Com- 
pany, is familiar with American affairs and deals with them in a 
sympathetic spirit. Whether his viewpoint will be generally ac- 
cepted on this side of the Atlantic or not, it will be found interest- 
ing as representative of the considered opinion of one who has 
given long and careful study of problems in which our people are 
deeply concerned. 


Mr. PuLLEN’s article in the November number entitled “Fiduci- 
aries’ Liability for Loss” has prompted CurHsBert LEE to point 
out in this issue that many court cases are lost by trustees through 
their own failure to do justice to the strength of their case. In 
“Better Defense for Trustees” which will be found beginning on 
page 303, Mr. Lee points out how the trust officer by co-operating 
with his attorney may strengthen the bank’s defense and avoid 
unfair losses. “The best defense of all,” he writes, “is the pres- 
entation of proof that the trustee exercised every due care. As 
this is the point which wins most cases, it should receive more atten- 
tion than all other points put together.” 


Iy this month’s installment of the important series of articles on 
bank cost accounting E. S. Woo.iry explains how to obtain the 
gross and net earning rate of the bank’s earning assets and how to 
distribute this to the various departments. Before determining 
the net earning rate it is necessary to compute the investment and 
loaning costs and the “losses” since “it is unfortunately impossible 
to invest money without incurring losses. Such losses therefore are 
a legitimate part of the investment and loaning costs.” 


Iy this month’s issue FrepertckK W. Herzen explains how to 
make an “‘analastic” analysis of any commercial account. “Properly 
planned,” he writes, “the whole process lends itself so conveniently 
toa rapid, accurate and fully informative analysis that the analysis 
of every account can be conveniently included as a regular banking 
routine.” With this month’s article Mr. Hetzel gives tables de- 
signed to show the balance required to support the « expense of any 
given account based on its activity, ete. Bankers seeking to find 
a scientific basis for their service ch: arges will find these articles of 
great value and interest. 


vu 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


In his article in this issue, “Planning the Advertising Budget,” 
L. Dovetas MrreEpIrH expresses strong objection to the practice 
adopted by many bank advertising managers of “padding the 
budget.” This is done for two reasons, he says. “In the first 
place, many financial merchandisers proceed upon the basis that 
they should ‘get all they can, and spend all they can get.’ This 
attitude has been voiced repeatedly throughout the addresses de- 
livered at the conventions of the Financial Advertisers Association. 
In the second place, financial merchandisers anticipate that their 
budgets will be cut when the board makes its appropriation and 
for this reason believe that by making the recommendation as large 
as possible, the final amount which they will receive will be larger 
than would otherwise be the case. Unfortunately, even though this 
attitude naturally results from the action taken by numerous 
boards of directors and trustees, it casts a shadow of suspicion upon 
the merits of financial merchandising. It conveys the appearance 
that the merchandising of financial services is a parasitic activity 
with which the officers of an institution should be in sympathy. 


“THERE has been no intention on the part of bankers to discrim- 
nate against small depositors and I do not believe that bankers 
are guilty of this charge. Practical banking experience has taught 
bankers that small balances carried by a large number of deposi- 
tors are to be desired over large balances carried by a few cus- 
tomers. It is reasonable to believe that a few depositors may 
withdraw all their deposits from banks, in a certain period of time, 
but where the large per cent. of a bank’s deposits are owned by a 
large number of people, the bank may feel safe in investing this 
proportion of its deposits without fear of a demand for unusual 
sums in cash. At the same time we must not lose sight of the fact 
that for many years bankers have served the great middle class, 
in which we find so many small depositors, gladly and without 
compensation.” So writes Grorce R. Smiru in an article begin- 
ning on page 350, entitled, “Small Depositors are Protected and 
Desired.” 
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The Service Charge 
on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 
Book Dept., 465 Main St., Cambridge, Mass. 


Please send me, postpaid, a copy of The Service Charge on Demand Deposits, 
for which I enclose $1.25. 
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Personal Trust. Administration 


A Manual for Use in Every 


Trust Department 


By CUTHBERT LEE 


Former Trust Supervisor, Guaranty Trust Company of New York 


CONTENTS 


PERSONAL TRUST 
ADMINISTRATION 


THE TRUST AGREEMENT 


SUCCESSOR OR 
SUBSTITUTED TRUSTEE 


COMMENCING THE 
ADMINISTRATION 


THE TRUSTEE’S 
RECORDS 


INVESTMENTS 
INCOME 


ADDITIONS AND 
WITHDRAWALS 


CURRENT 
ADMINISTRATION 


ACCOUNTING 
INSURANCE TRUSTS 


SETTLEMENTS AND 
OTHER TRUSTS 


ERE for the first time the trust 

officer and employes of trust de- 
partments have definitely in writing the 
accumulated knowledge regarding trusts 
which has hitherto been slowly, labori- 
ously and inaccurately handed down 
from one bank generation to another— 
taught and learned by word of mouth. 
It presents the best accepted modern 
practice. 


It points out little known pitfalls which 
have resulted in trustees being sur- 
charged by recent court decisions. 


For the first time it gives a comprehen- 
sive guide to the best accepted form and 
construction of the trustee’s accounting. 


am 


Price $5.00 


Sent on Approval to Any Bank or 
Trust Company 


BANKERS PUBLISHING COMPANY 


465 Main Street 
CAMBRIDGE, MASS. 
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Editorial Comment 
MORE BANKING LEGISLATION 


S if almost every real and imaginable banking situation 
had not been covered by the Banking Act of 1933, a 
tentative draft of further legislation has been sub- 
mitted to the Chairman of the Banking and Currency Com- 
mittees of the House and Senate. Since this draft is 
supposed to represent the views of the Administration, the 
adoption of its main provisions seems fairly probable. 

Dealing first with the broad aspects of this measure, 
it may be pointed out that by placing the credit policy un- 
der the control of a committee of five, virtually representing 
the Federal Reserve Board, the Federal Reserve banks 
would undergo a much greater degree of centralization than 
has existed heretofore. It is proposed to give the Federal 
Reserve Board the power to select governors of the Federal 
Reserve banks, since the board must first give its approval 
in the case of the election of the respective governors. 

Kssentially, since its establishment, the Federal Reserve 
System gave to the United States a central banking system, 
the head office consisting of the Federal Reserve Board 
domiciled at Washington, the twelve regional banks being 
the branches. In extending the powers of the Federal Re- 
serve Board, further centralization is effected. 

Abolition of the office of Federal Reserve Agent, and 
of the requirement for the deposit with that official of col- 
lateral security for Federal Reserve notes, is another im- 
portant provision of the draft. Should this proposal be 
adopted, it will mean that no special security need be segre- 
gated as security for the notes, which hereafter will be 
backed by the 40 per cent. gold reserve and any other 
assets of the Federal Reserve banks. At present the assets 
of these banks consist so largely of Government paper, and 
of gold certificates of a somewhat equivocal standing, it will 
be seen that the original aim of the Federal Reserve Act 
to provide for a currency based on gold and commercial 
paper has been scrapped. To recognize this by legislation 
will make little difference in the actual situation. 
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Besides these suggestions for changing the broad provi- 
sions of the Federal Reserve Act, there are a number of 
proposals relating to member banks of considerable im- 
portance. 

Deposit insurance is to be limited to $5,000; the maxi- 
mum limit of assessment is fixed at one-twelfth of 1 per cent. 
of total deposits; this is substituted for obligatory stock sub- 
scription amounting to 1 per cent. of total deposits, with 
liability for repeated subsequent assessments; banks not 
members of the Federal Reserve System are permitted to 
withdraw from insurance after notice to their depositors 
and to the Federal Deposit Insurance Corporation, and after 
adequate hearing the Corporation may terminate the insured 
status of any bank; double liability of shareholders of na- 
tional banks to be terminated July 1, 1937; eliminates any 
question of the power of national banks to buy or sell stocks 
solely for account of their customers, and permits national 
banks to purchase for their own account investment securi- 
ties not to exceed 10 per cent. of unimpaired capital and 
surplus (restates existing provisions prohibiting national 
banks from purchasing stock for their own account). 

The proposal relating to loans on real estate deserves 
special consideration. 

According to Section 371 of the United States Code, 
national banking associations may make loans secured by 
first lien upon improved real estate, including improved 
farm land, situated within its Federal Reserve district, or 
within a radius of one hundred miles of the place in which 
such bank is located, irrespective of district lines. . . . The 
amount of such loan shall not exceed 50 per cent. of the 
actual value of the real estate offered for security, but no 
such loan upon such security shall be made for a longer 
term than five years. 

The draft proposal would alter the above existing pro- 
visions relating to real estate loans by national banks by 
permitting these institutions to make loans on an amortiza- 
tion basis for periods of twenty years and up to 75 per 
cent. of the value of the property. Geographical limitation 
of such loans contained in the existing law are to be re- 
moved. 

If any principle has become well established in banking, 
it would seem to be this, that commercial banks, with so 
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large a volume of their deposits payable on demand, should 
not engage in making long-time loans on real estate 
security. 

While 75 per cent. is more than conservative institutions 
are accustomed to lend on real estate, this increase is not 
of great present importance in view of deflated real estate 
values, and if the loans are to be of the amortized type, the 
increase in the percentage of loan is less important than 
would be the case with loans without the provision for their 
gradual reduction. 

Repeal of the geographical limitation on real estate loans 
might be of some advantage. It would extend the area in 
which the larger banks could make such loans, and would 
thus enlarge the supply of mortgage funds in localities where 
there is a deficiency. Whatever benefits accrue from a wider 
distribution of loans would also be achieved. With sections 
of the country periodically subject to drought and other in- 
fluences unfavorably affecting farm crops, such distribution 
would undoubtedly make for greater safety of the banks 
in the agricultural sections subject to these unfavorable con- 
ditions. 

But it is to be regretted that those charged with formu- 
lating banking legislation did not give more adequate con- 
sideration to this problem. With so great a body of sound 
opinion holding that the making of real estate loans should 
form no part of the functions of commercial banks of dis- 
count and deposit, it would be only reasonable to expect that 
some alternative might have been proposed. 

It is not suggested that carefully-chosen real estate mort- 
gages are not a safe type of investment, but all perfectly 
safe types of investment are not necessarily suited to banks 
that are not doing primarily an investment business but 
something quite different. 

Whatever may be one’s views on this subject, experience 
warrants the conclusion that a greater separation of real 
estate lending from the operations of a commercial bank 
would promote banking liquidity and safety. The draft 
proposals would not curtail this form of lending, but would 
extend it. 

If, as seems to have been the case, loans of this character 
weaken the banks and cause their failures, they are harmful 
and not helpful to the farmers of the country. 
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THE LIQUEFACTION OF ICE 
eee is not made to the congealed water so 


readily returned to its original state by the application 

of sufficient heat, but to the frozen assets with which 
not a few banks find themselves encumbered in_ these 
troubled times. This transformation is to be effected by 
the simple expedient of moving the “ice” into the Federal 
Reserve banks, when it immediately assumes a fluid form. 

Long ago it was declared upon what in those days was 
considered as high authority, that the art of banking con- 
sisted in the ability to distinguish between a mortgage and 
a bill of exchange. But should the pending banking bill be- 
come a law, so far as any individual banker is concerned 
this ability need no longer be regarded as an indispensable 
part of his equipment. For, so far as the liquidity of his 
own institution is concerned—that is, the ability to convert 
his assets into cash—this distinction between the two types 
of paper will no longer exist. 

“Before we begin our discussion,” said one philosopher 
to another, “let us define our terms.” If “liquidity” is un- 
derstood to mean merely the ability to convert assets into 
‘ash, short-term commercial paper and mortgages on real 
estate—under the terms of the new banking bill—will be 
on exactly the same footing. But if by “liquidity” is meant 
the frequent and practically constant maturity of obliga- 
tions, a different situation is presented. This latter form has 
always been held desirable, because of the demand on the 
banks for fresh loans and for payment of deposits, the bulk 
of deposits being subject to call on demand. But the pend- 
ing banking legislation, as already indicated, would wipe 
out the distinction between mortgages and short-term com- 
mercial paper as respects their eligibility for rediscount at 
the Federal Reserve. Thus any bank could regard with in- 
difference which type of paper it held, since each would 
be equally available to procure reserve credit, to be utilized 
in obtaining cash or as a basis for credit expansion. 

But a little consideration will show that while this would 
make all kinds of bank assets liquid in the sense indicated 
and as affecting the member banks, it would not create 
actual liquidity in its true sense, the frequent maturity and 
payment of obligations. The essential differences between 


Ss eet ot 


co 
) a 


—_ wwe: an on neh Oe. ek eS 


THE BANKERS MAGAZINE 297 
OTT 





the two types of paper would remain. And, so far as the 
Federal Reserve banks are concerned, their already large 
holdings of ice would be further augmented. Even now 
the assets of these institutions consist of some $2,430,000,000 
of United States Securities and of only $11,000,000 of bills 
discounted and of $6,000,000 of bills bought in the open 
market. If the door is opened to the rediscount at the Fed- 
eral Reserve of mortgages, it will constitute a reversal of the 
policy heretofore regarded as indispensable to the preserva- 
tion of a sound actually liquid commercial banking system— 
a revolutionary change not to be made without full regard 
to its probable consequences. It would mean that the Fed- 
eral Reserve banks would cease to be the custodians of the 
liquid bank reserves of the country, and would practically be 
transformed into ice-houses. 


RESPONSIBILITY FOR BAD BANKING 


EALING with this subject the Letter of the National 
D City Bank of New York for February says: 

“Inasmuch as the banking business in this country 
has been regulated by law, some share of the responsibility 
for its conduct must be shared by the law-making and super- 
visory authorities. If the laws are such as to subject the 
prudent and careful banker to the competition of rivals 
whose methods are unsound, high standards of banking 
practice cannot be maintained.” 

The disasters that have overtaken our banks in all the 
panics that have swept over the country should have fur- 
nished impressive warnings of the necessity of enacting laws 
that would have greatly reduced the number of these disas- 
ters and perhaps would have prevented them altogether. 
But the admonitions of our banking history have failed to 
impress Congress or the state legislatures with the neces- 
sity for so strengthening our banking systems that they 
might successfully resist the forces of commercial panics. 
That this could be done is by no means impossible. As the 
National City Bank points out, no Canadian bank has 
failed during this depression. The responsibility for giving 
our banking system a corresponding degree of strength be- 
longs to the Congress of the United States. 
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EXTENSION OF MUTUAL SAVINGS BANKS 


RITING in the February issue of the New Out- 

look, August Zinsser, president of the Central Say- 

ings Bank, New York, makes a strong plea for the 
separation of savings from commercial banking and for the 
extension of the mutual system, which has functioned so 
long and successfully, especially in the eastern section of 
the country. 

How limited has been the region in which this system has 
operated is shown in the following extract from the article 
mentioned: 

“There are in this country 566 mutual savings banks 
serving 13,686,000 depositors whose savings aggregate 
$9,720,377,000. In New York State, there are 138 mutual 
savings banks with 6,428,000 depositors and $5,126,000,000 
in deposits. Massachusetts has the most mutual savings 
banks, 193, with $2,050,000,000 in deposits and n early 
3,000,000 depositors. Connecticut with seventy-three banks, 
New Hampshire with thirty-seven, Maine, thirty-three, New 
Jersey, twenty-three and Vermont with nineteen follow. 
The other mutuals are scattered in eleven states and number 
but fifty. 

“Thus you can see that geographically mutual savings 
bank protection is enjoyed and shared by a comparatively 
small part of our country; yet during the nation’s most 
crucial period it has stood out as a haven of safety for one 
in every nine people in the United States, with a record 
unequalled by any other type of bank. 

“Now, if a form of savings banking has saved nearly 
14,000,000 people from seeing their life savings wiped out 
by bank failures, why shouldn’t its protection be extended 
to cover other parts of the country? 

“Mutual savings banks are unknown in the South, and 
practically so in the Middle West, West and on the Pacific 
Coast. Confining savings to savings banks and commercial 
banking to commercial banks through the governmental 
encouragement of the establishment of mutual savings banks 
in these areas, and restricting commercial banks from ac- 
cepting savings wherever there is a mutual savings bank, 
will go a long ways toward preventing a repetition of the 
bank holiday of March 4, 1933.” 
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That many parts of the country now lacking mutual 
savings banks would benefit by the establishment of such 
institutions is something hardly open to question. Students 
of banking have been much perplexed in trying to explain 
why these banks have been confined to the comparatively 
narrow field above pointed out. In some of the states the 
demand for especial care of savings has been met by requir- 
ing that deposits of this character shall be segregated from 
commercial deposits and specially invested. Such require- 
ments, however, are not general. As a rule, the savings 
deposits are on the same footing as other deposit liabilities. 

Should the country ever achieve a uniform system of 
banking, or, in other words, if all banks should be brought 
under Federal laws and regulations, a system of mutual 
savings might be provided for the entire country. In the 
absence of such development, judging by what has taken 
place in the past, it is unlikely that there will be a general 
extension of the mutual system. 


UNCLE SAM’S BABIES 


ROVISION has been made in a recent law for the 

issue of bonds of a denomination as low as $25. Offi- 

cially these are to be known as United States Savings 
Bonds, though popularly they will be styled “baby” bonds. 
The bonds are not to bear interest, but are to be sold at a 
discount, and at a rate equivalent to interest at 214 per 
cent. compounded semi-annually. Although the new “ chil- 
dren are not marketable, any time after six months they 
may be presented for redemption at the Treasury. 

Since the people generally are more accustomed to buy- 
ing securities directly bearing a fixed rate of interest than 
they are to the purchase of securities yielding interest indi- 
rectly through the device of selling them on a discount 
basis, the popularity of the “babies” might have been en- 
hanced by making them interest-bearing. 

Concurrently with the authorization for the issue of these 
small-denomination bonds, the maximum limitation of Gov- 
ernment securities of all types that may be outstanding at 
any one time was raised to $45,000,000,000—‘“‘a good round 
sum,” as Shylock observed of his 3000 ducats. 
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One motive in prompting these small issues has been to 
provide a wider market for Government securities. Both 
the Federal Reserve and other banks are so_ presently 
loaded up with Governments that the time must be ap- 
proaching when their capacity of absorption, or at least of 
digestion, will be in sight. But if the new issues can be 
passed on to the public, this difficulty will be eased to a 
certain extent. 

There are a number of good reasons why it is desir- 
able that the Government securities should have a wider 
distribution than they have at present. Such obligations 
have long been looked on as a safe type of public invest- 
ment, and they therefore appeal to those who regard safety 
above the interest yield. Holders of these bonds will ac- 
quire a more direct interest in public affairs. It is also de- 
sirable, when business revives, that the banks should be 
relieved of their present excess holdings of Government 
securities. Apparently, the “baby” bonds are not of such 
character as to encourage their use as currency. 


UNITED STATES REFUSES TO ENTER 
WORLD COURT 
Oe we, of the United States Senate, by a narrow 


vote, to sanction our adherence to the Permanent 

Court of International Justice has caused mixed feel- 
ings—of rejoicing on the part of those who were opposed 
to our entrance and of disappointment among those who 
held a contrary view. 

The primary aim of the World Court is to substitute 
judicial inquiry and decision for war as a means of settling 
international controversies. After the terrible experiences 
of the years 1914 to 1918, with the disastrous aftermath 
of this period, it is difficult to understand how such a substi- 
tution, in principle, can be opposed. Whether the applica- 
tion of the principle is the best that could be devised, and 
one to which our support should be given, here honest dif- 
ferences of opinion may exist. 

To the lay observer it would appear that the reserva- 
tions embodied in the measure providing for our entrance 
into the Court would have afforded this country substan- 
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tial protection against invasion of our rights by this august 
tribunal. We reserved the privilege of refusing to sub- 
mit to the Court, over our protest, any matter relating to 
the vital interests of the United States. 

But, having submitted other matters to the Court, we 
should have been in honor bound to abide the decision, and 
the consequences might, in such case, be of a far-reaching 
and extreme importance as affecting our relation to inter- 
national affairs. For the present, at least, public opinion 
in this country does not approve further commitments in 
that direction. 

One of the distinguished Senators who opposed our 
entrance into the Court, doubtless on the ground that it 
might further entangle us in international affairs, evidently 
saw no inconsistency in almost immediately preparing 
Senate resolution which certainly, if acted on, would en- 
tangle us in Mexican affairs. Apparently, the Senator was 
guided by that aphorism which declares consistency to be the 
last infirmity of noble minds. 

In the year 1917 the United States was not a member 
of the World Court, but became most seriously entangled 
in the affairs of Europe. Could it be shown that our mem- 
bership in the Court would save this country, and perhaps 
the world, from future wars, who would have the hardi- 
hood longer to delay our joining other nations in adopting 
this means of peaceful settlement? 


GOVERNMENT BANKING COMPETITION 


NE implicator of the proposed banking law must not 
be overlooked. While Title II of this Act is de- 
signed to augment governmental control over the 

Federal Reserve System, it may be just as well to remem- 
ber that, since the system is composed of all the national 
banks and of some nine hundred state banks, this would 
mean, in effect, virtual control of all these institutions. 

In addition to gaining such a large degree of con- 
trol over a great number of the banks of the country, 
the Federal Government, through its various agencies, is 
actually entering into competition with these and other 
banks. In a recent article by Edward H. Collins, associate 
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financial editor of the New York Herald-Tribune, this fact 
was thus pointed out: 

“The inroads already made by the Government into the 
field of private banking are too fresh in the minds of most 
persons to require recapitulation. So far as the commer- 
cial banks are concerned, the Government has become a 
competitor to the extent that its agencies have upward of 
$7,000,000,000 in loans outstanding, while it has obtained a 
substantial voting interest in about half the banks. ‘A big 
stride has been made in this direction,’ says a recent study 
of the Brookings Institute, ‘as part of a broad movement 
toward public ownership and control being extended on 
many fronts.’ ” 

Additional to this governmental competition with the 
banks of the country, there are a number of institutions now 
doing a large volume of business heretofore done by the 
banks. It must not be hastily concluded, however, that this 
loss of business is lacking in compensation. In some cases 
it represents a class of transactions which the banks were 
not properly equipped to handle, and of which they are 
glad to be freed. But, on the other hand, both the Govern- 
ment and some of the institutions mentioned are encroaching 
on desirable banking business. 

Should the proposed banking law be enacted, it will 
mark a considerable step in the absorption of banking by 
the Government. Paradoxical as it may seem, while the 
banks own the Federal Reserve, the Government, under this 
bill, will greatly enlarge its control over the system, and 
thus indirectly over all member banks. That, from its en- 
actment, the Federal Reserve Act made possible too much 
political interference with banking, with unhappy results, 
is something clearly revealed by a careful study of the 
original act and of what has happened in our recent banking 
history. That this interference may be extended, is a matter 
of deep public concern. 





Better Defense for Trustees 


By CuTHBERT LEE 


Former Trust Supervisor, Guaranty Trust Company of New York 


NE might almost gather from Mr. Pullen’s excellent 

article in the November, 1934, issue of THE BANKERS 

MaGazinkE, “Fiduciaries Liability for Loss,” that 
practically all the cases in the last year or two in which a bank 
or trust company’s accounting has been objected to by a 
client have been decided in favor of the trustee. The fact 
is that in addition to the cases cited in the article as ter- 
minating in favor of the trustee, there have also been many 
cases decided against the trustee. In the belief that if the 
results of a specialized study of the handling of cases which 
had preceded had been applied on behalf of the banks and 
trust companies many of the later cases would never have 
come up, or if they had they would have been won by the 
trustee, I present a few facts regarding methods of defense 
against objections raised to the trustee’s account. 

Intimate association with contested cases has convinced 
me that nearly all consist of two parts: the legal theory 
and conduct, and the practical details and tactics, both of 
great importance. It is best to be realistic about such mat- 
ters. Very few cases indeed are so simple that a mere 
statement of the law and facts suffices. When a case is 
won it is frequently because the winning side did one or 
both of these parts of its job better than the opponents 
did theirs. 

These notes purposely refrain from discussing the many 
eases in which the legal theory has been the unquestionably 
deciding factor, in order instead to emphasize the practical 
details and technique. Nevertheless in passing it might be 
worth while to digress and mention one exceedingly impor- 
tant case embodying a rather unusual legal approach, which 
seems to have attracted too little attention from the many 
trustees facing objections to mortgage participations. This 
is Matter of Doblin, 152 Misc. 406, decided in favor of the 
National City Bank of New York. 

When a trustee is faced with a contest, and after very 
thoughtful consideration has decided that it is not at fault, 
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someone must take charge of planning and organizing the 
defense. This should be the trustee’s counsel, who also 
should make the final decision on plans; but the whole 
task should not be dumped in the counsel’s lap. One of 
the trustee’s officers should make the handling of the case 
his particular duty and should work closely with counsel 
on it. 

In deciding in favor of a trustee, the courts have in 
several instances shown that they have been impressed by 
the fact that the trustee was watchful regarding the port- 
folio of the trust. Now, every trustee feels that it has been 
watchful, but general statements by it to that effect do not 
carry much weight. . It may almost be said there is a con- 
ventional method of exercising scrutiny over investments; 
and when the use of this method is shown in the trial, and 
shown in the way which has proved most effective with the 
courts, one telling point has usually been made. It is this 
point that has won a number of recent cases for the trustee. 

Of course the point is good only if it is applicable. 
In a Massachusetts case, In re Plunkett, the corporate 
trustee made much in its case of the fact that all important 
acts in the administration of trusts were customarily re- 
ferred to its trust committee. This prodded the opposition 
to ask whether the act objected to in this particular trust had 
been referred to the trust committee. The answer unfor- 
unately had to be no. This bringing forward unnecessarily 
of a point of weakness had very little to do with law; it 
was a mistake of tactics. The failure to refer, which the 
answer revealed, was apparently one of the principal rea- 
sons for a decision surcharging the trustee $547,500, which 
after appeal but before the appeal adjudication was settled 
for about half a million. 

Expert witnesses are a well-known pitfall, as they may 
prove to be boomerangs. In one case a trustee showed 
by the testimony of an officer of another bank that the 
latter institution likewise was making mortgage investments 
at the time under consideration. One of the points of the 
opposition was that the trustee had accepted the value set 
by a professional appraiser without making any independ- 
ent investigation of its own. The opposition had no trouble 
in eliciting from the visiting officer witness the statement 
that his own bank never relied on such an outside ap- 
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praisal alone but always made an additional independent 
investigation, thereby injuring the trustee’s case. Needless 
to say, someone should have ascertained every detail of the 
policy of the institution represented by the expert witness 
before it was decided to use him. 

The objections so conveniently discovered now are 
usually to acts which were not objected to at the time—in 
fact, were urged in many instances by the very beneficiaries 
now complaining. Of course too much reliance cannot be 
put on consents and approvals from persons not clearly 
authorized to give them; if one party is thereby estopped 
from objection another party to the same trust may not 
be estopped, etc. However, they frequently have value 
and should not be overlooked. Unfortunately many such 
consents to a course of action were verbal. If so, even 
though an objection be in process, it may still be possible 
to confirm them by correspondence, thereby strengthening 
the trustee’s case. 

One of the best points of defense tactics, by no means 
a new suggestion but an old and tried favorite, is the 
prompt demand by the trustee that the objectors furnish a 
bill of particulars. If this is omitted new objections are apt 
to pop up every few days during the proceedings. If a 
bill of particulars is obtained the trustee knows at the out- 
set what the objections are, and is enabled to make its 
plans to meet them. 

The best defense of all is the presentation of proof 
that the trustee exercised every due care. As this is the 
point which wins most cases, it should receive more attention 
than all other points put together. The proof should not 
be confined to a showing that the trustee exercised care 
in regard to one isolated act, such as an investment which 
may be under attack. Instead, it will be well worth the 
trustee’s effort to show conclusively that every act in the 
administration of the trust from beginning to end was 
carefully considered and correctly performed, according to 
the best accepted modern practice of banks and _ trust 
companies. 


For further information on meeting this important problem in trust adminis- 
tration see the author’s “Personal Trust Administration” published by the 
Bankers Publishing Company, 465 Main Street, Cambridge, Mass. Price $5.00. 





FOR THE MAN 


The typical Morris Plan customer 
isn’t the man at the top. Commercial 
banks take excellent care of his finan- 


cial requirements. 


Nor is our typical customer the man 
at the bottom —for Morris Plan, 
though it renders constant and gen- 
uine service to the community, is not 


a “last resort.” 


Our main customer is the man in the 
middle—the industrious average citi- 


zen whose modest financial needs do 
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operation. 
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to coast exist to provide a banking 
service that is geared to the income 
and the needs of the man in the mid- 
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How to Obtain Bank Costs 


Distribution of Interest Income and Investment 
and Loaning Costs 


By E. S. Woo.irey 


President, E. 8S. Woolley Corporation, New York 


This is the fourth of a series of articles on bank cost accounting. The first 
article appeared in the December number.—Eniror. 


partments in the ratio of their funds invested in the 

earning assets as explained in last month’s article. 
The gross earning rate is the average rate of interest 
which those earning assets produce. The formula for 
ascertaining this gross earning rate is as follows: 


per interest income will be divided between the de- 


Divide the interest received for the year by the average earning 
assets as shown on the average balance sheet. 


Care therefore must be taken to see that the amount 
which is used as interest received contains nothing but 
the interest which has been earned by those earning assets. 
For this reason, an analysis of the interest received account 
is necessary. This can be accomplished by the use of a 
columnar sheet. While not essential for the departmental 
distribution of the interest income, still separate columns 
should be used for each kind of interest, such as interest 
from: 

U. S. Bonds 

Other Bonds 

Real Estate Mortgages 
Municipal Bonds 
Loans and Discounts 


This permits finding the effective gross rate of interest 
from each classification, which is important information 
for executives. 

Refunds of discounts to customers for paying their 
discounted notes before maturity will be charged against 
the interest income. Also the amounts of bank owned 
coupons returned unpaid after the interest account had been 
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credited therewith. If other income items, such as small 
note charges or past due note penalties, are credited to 
the interest account, they of course must be taken out. 
Only the net interest received from the earning assets must 
remain. Because of this, it is Just as necessary to analyze 
the debit side of the interest account or accounts as it is 
the credit side. All debits to such accounts must be proper 
reductions from those accounts. No amount is a proper 
reduction unless it has been previously credited to them 
during the year being analyzed. This is the important 
point to be remembered. Nothing in the nature of interest 
paid is a proper debit to interest received. 

Because the amount involved is small, the interest on 
‘ash reserves, if any, may be included with the interest 
income from earning assets. While technically this is 
wrong, from the practical standpoint it is right. It saves 
an extra computation in the analysis of all individual 
accounts, and yet gives the customer the benefit of any 
income earned by such reserves. The same thing can be 
said of profits from bond sales. There are those who claim 
that profit from bond sales should be credited to the bond 
department. But are they right? Hardly. The profits 
from bond sales should accrue to the owners of the bonds. 
In this case the bank. However the bank should be charged 
and the bond department credited with the brokerage on 
such sales. Only for the purpose of finding out the effi- 
ciency with which the bond department is operating should 
it be credited with the profits and charged with the losses. 
This work only deals with cost finding methods, not with 
efficient operating methods. That is a large enough and 
important enough subject for a book in itself. 


Net Earning Rate—The net earning rate is the rate 
of interest remaining after reducing the gross earning rate 
by the investment and loaning costs. In the presentation 
of the analysis of their accounts to customers, it is pref- 
erable to show the net earning rate rather than to show 
the gross earning rate and the investment and loaning costs 
as separate items. Furthermore this avoids an extra com- 
putation on every customer’s account yet accomplishes 
the same purpose. 
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Investment and Loaning Costs.—It costs money to in- 
vest and lend money. Such costs will be charged to a 
department which is commonly known as investment and 
loaning cost. These costs will include: 


The proportion of officers’ salaries for time spent on loans and 
investments. 


Note tellers’ time. 

Salaries of those keeping the liability ledger, tickler files and 
credit files. 

Salaries of credit department. 

Stationery and supplies used in note cage and credit department. 

Subscriptions to bond statistical services and credit bureaus. 

Rent for space occupied by note cage and credit department. 

Rent for space occupied by loaning officers, divided in the same 
proportion as their salaries are divided. 

Other expenses such as postage, telephone and telegraph, legal, etc 

Portion of directors’ fees. 

Losses from loans and investments. 


Each of these items, with the exception cf losses, will 
be fully explained in articles dealing with “Distribution of 
Expenses.” 


Losses.—It is, unfortunately, impossible to invest money 
without incurring losses. Such losses therefore are a legiti- 

mate part of the investment and loaning costs. The ques- 
tion, however, is how to apportion the losses to the year 
being analyzed. The particular year might not be repre- 
sentative. Much more or much less might have been 
charged off the books than actually occurred during the 
year. As a matter of fact, losses are seldom written off 
during the year in which they occur. “Hope springs 
eternal in the human breast” is just as true with bank 
loaning officers and directors as with the rest of humanity. 
Therefore, the losses should be averaged for at least a 
period of about ten years. 

The figure used will be the net losses. That is, it will 
be the losses on notes, mortgages and bonds after crediting 
thereto any recoveries which may have been made, Again, 
this information can best be brought together by the use 


of a columnar sheet. This columnar sheet will be headed 
as follows: 
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LOSSES RECOVERIES 





Notes | Mortgages Bonds Notes | Mortgages 











At the end of the ten years, the recoveries will be de- 
ducted from the losses and the result divided by 10. The 
net figures thus obtained will be divided by the average 
earning assets to find the rate of these net losses. For 
the purpose of cost analysis to be applied to the individual 
customer accounts it is recommended that if this rate 
exceeds one-quarter of 1 per cent. of the earning assets that 
it be reduced to that figure. The investment and loaning 
costs would then be reduced accordingly. This would 
be accomplished by including, as losses in the investment 
and loaning costs, an amount not to exceed one-quarter 
of 1 per cent. of the average earning assets as shown on 
Exhibit E. This, however, would only apply to the costs 
for use in the individual account analysis. It can also be 
used as the “budget figure” for losses and an endeavor 
made to keep the actual losses within that amount. The 
losses for the ten years can be ascertained from an analysis 
of the undivided profits account. Bank examiners’ reports 
may also be used as an aid. Like everything else however, 
such examiners’ reports are not infallible, and can be used 
only in conjunction with the amounts actually charged off 
on the books. The endeavor is to find out what losses have 
been sustained over the ten-year period. If there has been 
a considerable fluctuation in the earning assets over that 
ten-year period, then such earning assets will also have to be 
averaged for the ten years. In such cases the figure 
divided into the average losses will be this average rather 
than the average earning assets for the one year. If this 
average of the earning assets for ten years is necessary, 
the figures shown on the daily statements at the end of 
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each six-month period will suffice. Bond depreciation is 
in the nature of losses on investments, and will be included 
among the losses. Operating losses from an actively trad- 
ing bond department will not. Such losses as forged checks, 
lost items, cash over and short, defalcations, holdups, etc., 
have nothing to do with the investment and loaning costs 
and will not be considered in this connection. 


Note Costs—While the note costs are a part of the 
the investment and loaning costs, and will be included there- 
in nevertheless, the physical cost of notes should be ascer- 
tained separately. The attempt to apply so much per 
$1000 for investment and loaning costs is, at best, a very 
general figure. Also it is a figure that is useless for 
practical purposes. For instance, if the common figure 
of $1.00 per $1000 is used, it is absurd to suppose that 
the cost of loaning $100 would be 10 cents. This is a good 
example of the errors which the wrong basis in the 
allocation of costs can present. Averages are only true 
when the bases on which those averages are built are the 
same. Otherwise the attempt to apply general averages 
to individual costs will give misleading information. This 
is true in the attempt to allocate loaning officer’s time to 
individual notes, because the officer might spend three hours 
to make a loan of $500 and three minutes to make one 
of $5000. There is a cost, however, which accrues to all 
notes regardless of size. It is the same whether the note 
is for $10 or $10,000. ‘This is the cost of the note teller’s 
time, recording, etc. These costs will be 


Note teller’s salary. 

Rent of note cage. 

Salaries of recording in liability ledger, tickler file, etc. 

Supplies for note cage, liability ledger, ete. 

Depreciation on discount machine and other note cage equipment. 


These total expenses for the note cage, divided by the 
number of notes handled during the period will give the 
note cost. The number of notes handled is obtained from 
the note register by deducting the number shown at the 
beginning of the period from the number shown at the 
end. The note teller may say that many payments are 
being handled and credit should be given for the work. 
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That is true when ascertaining how efficiently the note 
teller is operating, but it is not true when allocating the 
cost of notes, as only one note is involved. Again it is 
emphasized that these articles do not attempt to deal with 
operating methods or systems. That subject is a large 
enough one to be a book in itself. These articles merely 
deal with cost finding methods. This physical cost of notes 
will run anywhere from 40 cents to $1.25 a note. Some- 
times even higher. It will be immediately seen therefore, 
that in order to establish a method which will permit banks 
to be reimbursed for the expense of loaning small sums, 
it is necessary to know the physical costs of notes. As a 
matter of fact, these small notes in which the straight 
interest collected does not cover this physical cost are the 
largest percentage of the number of notes in the average 
bank. 

A typical analysis of the loan lines in a note case is 
as follows: 


Class Number Per Cent. Amount Per Cent. 
Under $100 174 24.20 $7,591.82 46 
$100- 500 220 30.60 : et 3.50 

500-2,500 184 25.59 212,576.16 12.86 
2,500-5,000 53 7.37 206,347.58 12.49 
Over 5,000 88 12.24 1,167,973.53 70.69 


Totals 100.00 $1,652,385.52 100.00 


When it is considered that the physical cost of handling 
each note in that bank was 64 cents it takes no mathe- 
matical genius to figure out that approximately 50 per 
cent. of the loans in that note case were not paying in- 
vestments. 

Another point which should be brought out when ascer- 
taining cost of notes is that of customer and non-customer 
borrowers. In the particular case cited above, 395 of the 
719 loan lines or 54.94 per cent. of the borrowers had no 
other account of any kind with the bank. Of this 395 
non-customer borrowers, 3828 were not secured and 267 
were under $500.00. This all emphasizes the necessity 
of an accurate knowledge of costs. As stated, this note 
cost will be included in the investment and loaning costs 
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and the total of such costs will be divided by the average 
earning assets to obtain the rate of investment and loan- 
ing costs. Exhibit E illustrates this method clearly. After 
deducting the investment and loaning costs from the gross 
income from the earning assets, the net income is divided 
between the departments in the ratio of the funds invested, 
as also shown on Exhibit E. This is summarized as follows: 
Percentage Amount per Month 
of Average on Each $1000 of 
Earning Assets Earning Assets 
Interest Earned .... . 5.46 $4.55 
Interest on Cash Reserves . li 10 


Total 55S $4.65 
Intangibles Tax .. 2! 21 


Balance 5.3: $4.44 
Investment and Loaning Costs = 5 .80 


Net Earning Rate .. 4.38 $3.64 


In each case the amount of the average earning assets 
is the principal which is divided into the various expenses 
to obtain the percentages. Inasmuch as this is true, work 
is avoided by adding or subtracting the amounts together 
and making one computation. Including the interest on 
cash reserves in the earnings from the earning assets 
results very slightly to the advantage of the bank. It is 
justified however, because it eliminates the additional cal- 
culations which would be necessary if the earnings on the 
reserves were computed separately. As these additional 
computations on the analysis of each individual customer’s 
account would increase costs, it is also justifiable from the 
customer’s standpoint. ‘Treating the personal property or 
intangibles tax as a reduction of income for account 
analysis purposes results in an equitable allocation of such 
taxes to all departments in proportion to the departmental 
funds invested in the earning assets, also without entail- 
ing an additional computation on the analysis of the in- 
dividual accounts, The rate per $1000 per month is obtained 
quickly by multiplying the percentage figure by 10 and 
dividing the result by 12. In other words if it is 5.46 
per cent. it means that it is $5.46 per $100 per year. This 
is equivalent to $54.60 per $1000 per year. Which again 
is $4.55 per $1000 per month. 
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EXHIBIT E 


DistTRIBUTION oF INCOME FROM EARNING ASSETS AND INVESTMENT AND 


Loanina Costs 


For the Years Ended December 31, 1933 


INCOME FROM EARNING ASSETS 


Interest on Bonds 
Interest and Discount 


Sub-total 
Less: Income on Bonds to Secure Circulation 


Total 


INVESTMENT AND LOANING COSTS 
Salaries 
Directors’ Fees 
Freight and Express 
Postage 
Stationery and Printing 
Legal 
Insurance fesacd: 
Telephone and Telegraph 
Cost of Notes 
Miscellaneous 
Use and Occupancy 


Sub-total 
Adjustment for Losses 


Total 


DISTRIBUTION OF INCOME 
Average Earning Assets 


Income from Earning Assets 5.384% 
Investment and Loaning Costs . 96% 


$34,409.33 
72,233.47 


. $106,642.80 
6,000.00 


.. $100,642.80 


$7,240.00 
245.50 
11.85 
384.36 
306.29 
222.04 
596.73 
155.60 


$13,351.12 
4,715.00 


$18,066.12 


$1,886.044.98 


$100,642.80 
18,066.12 





Net Income from Earning Assets 4.38% 
Demand—Subject to Check ... 45.86% 
Trust Funds .... fe 98% 
Certificates of Deposit 7.43% 
Cashiers’ and Certified Checks. 12% 
Time—Savings and C/Ds denon ene 
Invested Capital 22.49% 


Total ... ...100.00% 


$82,576.68 


$37,869.67 
809.25 
6,135.45 
99.09 
19,091.73 
18,571.49 


$82,576.68 





Scientific Account Analysis 


How to Make an “Analastic” Analysis 


By Freperick W. HErze. 


This is the fourth of a series of articles on the scientific analysis of check- 
ing accounts. The first article appeared in the December number.—Enpitor. 


HE theory of account analysis explained last month 

‘an be quite simply adapted to practical use. Prop- 

erly planned, the whole process lends itself so con- 
veniently to a rapid, accurate and fully informative analysis 
that the analysis of every account can be conveniently 
included as a regular banking routine. 

Putting the theory to practical use only necessitates 
that the various expense factors be translated in required 
balances and then comparing those balances with the ones 
actually maintained by an account and, in the event of 
deficiencies in actual balances, retranslating the amount of 
deficiency balances back into expense designated in dollars 
and cents and charging the account accordingly. 

When expressing balance requirements, those balances 
must, of course, not only be sufficient to cover expenses, 
but, also, to produce a reasonable profit for the bank. Due 
allowance must also be given to the factor of reserve re- 
quirements, for deposits are not 100 per cent. available 
for income production. 

All of these factors can be easily allowed for. Express- 
ing a balance for a given amount of expense, allowing for 
all factors, can be simply done by mathematical formula. 

In our analyses we are assuming that our reserve re- 
quirements are 15 per cent., that available balances will 
yield an income at the rate of 4 per cent. per annum, and 
that a fair rate of return to the bank can be equitably 
expressed as 1 per cent. per annum on the balance required. 

With those factors we would require a net balance of 
$15,208.33 for one day for each dollar of expense incurred. 
It would only be necessary, therefore, to multiply the total 
expense, in dollars, by this amount to determine the total 
balance requirements for any given amount of expense. 

In our illustrated accounts we assumed a maintenance 
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expense of twenty-five cents. Twenty-five cents bein 
one-quarter of a dollar, the balance requirement for this 
item would be one-quarter of $15,208.33 or $3802.08 for 
one day. 

We were also assuming an expense of 314 cents for 
each debit item handled and inasmuch as there were 102 
of these items, the total expense would have been $3.57 
for this classification of expense. Multiplying our factor 
of $15,208.33 by 3.57 dollars gives us a balance require- 
ment of $54,293.75 for one day for these items. 

Instead of first finding the total expense involved by 
multiplying the cost per item by the number of items and 
then multiplying that amount by the balance factor per 
dollar of expense, we could have first established a balance 
factor for each item and then multiplied that factor directly 
by the number of items involved and thereby arrived at 
the same balance requirement by a slightly different man- 
ner. So doing would lend itself to a more rapid accom- 
plishment of our purpose. 

If one item is valued at 31% cents, the balance require- 
ment for each item would be 314-100ths of $15,208.33 or 
$532.29. Multiplying this amount by 102, the number of 
items involved, gives us a required balenive of $54,293.58, 
practically the same as our previous computation, but by 
a method more direct and more easily executed. 

Making such computations with pen or pencil would 
constitute a stupendous undertaking if many accounts were 
to be analyzed. The time required for analysis work, if 
done in such a manner, would be so great that it would 
render the cost prohibitive and the results obtained so long 
delayed that their practical value would be largely nullified. 

The time and effort required can be considerably re- 
duced by the use of calculating machines. Not only would 
the work be greatly speeded up but the element of error 
would also be considerably reduced. 

The speed and accuracy of this work can, however, be 
expedited well beyond the possibilities afforded even by 
the use of machines by recording all needed combinations 
of our formulae on tables and thereby eliminate the neces- 
sity of separate computations for each analysis. Tables 
can be made up that would record all balance requirements 
for the various factors involved and if properly designed, 
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these tables could be used with as great a facility as could 
the ordinary interest or discount tables. 

Tables would also simplify the procedure to such an 
extent that the learning of the method employed could be 
easily grasped by a junior clerk in a very short period 
of time. He would soon become as well versed in the 
method and be able to produce analyses as quickly and 
accurately as a much higher paid senior employe. All 
mathematical calculations would be reduced to a minimum 
and consist of nothing more difficult than mere addition 
and subtraction. 

Because of the advantages afforded by the use of 
tables in accomplishing the work and also because it will 
simplify our studies of the subject, making it unnecessary 
to continually compute equations, we will use them from 
here on, in making our analyses. 


Expense Table——Such a table, for dollar expense, is 
illustrated in Figure 5. This table is so designed that 
it shows in the first and each alternate column amounts 
of expense expressed in dollars, and in the second and 
each alternate column, balances required for one day for 
the amounts of expense recorded in the preceeding column 
opposite which they are shown. 

The balances required are shown on this, and all other 
tables that we will use, in hundreds of dollars only. It 
is unnecessary to use amounts of less than $100 in stating 
required balances to obtain accurate results for it will be 
remembered that what we are expressing is a balance for 
one day. A balance of $100 for one day is the equivalent 
of only slightly more than $3.00 average for a month. 

There are no fractional parts of a dollar of expense 
shown on this table. In order to determine the balance 
required for a fractional part of a dollar we merely refer 
to the same amount of dollars of expense as we have 
pennies of expense and point off the resulting required 
balance shown, two places to the left. 

In the case illustrated we had an expense of twenty-five 
cents. Referring to our table we find that a required 
balance of $380,200 to support an expense of twenty-five 
dollars. Pointing this amount off two points to the left 
reduces the required balance to $3800. 
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Activity Table—The balance required to support a 
given item activity at 314 cents per item is likewise charted 
and illustrated in Figure 6. On this table, in the first 
and each alternate column are shown the number of items 
and in the second and each alternate column, the balance 
required for one day to support the number of items shown 
opposite the respective amounts in the preceding column. 

In the account illustrated there were 102 items which 
were presumed to cost 314 cents each. Referring to this 
table we find that this number of items requires a balance 
of $54,300 for one day. 

In Figure 7 is illustrated a similar table except that 
thereon the items have been computed at a cost of 2% 
cents each. There were 94 items of this classification in 
our accounts and by reference to the table we find that 
the balance requirement is $35,700. 

Totaling these various items we can establish the total 
requirement for these factors which is shown as follows: 


25c Maintenance Expense. . $3,800 
102 Items @ 3lKe. . 54,300 
e 35,700 


ly 
if 


lam 


» 
» 


i) 
)2 
94 Items @ 


c 
Total : sindesdecsedear OQ BeOO 


In proof that we have made our computation correctly, 
according to our contentions, we will verify the adequacy 
of these balance requirements. 


Gross Balance................ $93,800 
Less 15° per cent.. Reserve:...........:.........+;.. 14,100 


Available balance .. eee RA 
Will yield st 4 per cent... 2....2.5.5.....:.. 
Less Expense of 

Maintenance 

102 Items @ 

94 Items @ 


Profit sinter aes 
1 per cent. on $93,800 . 


If we had the equivalent of $93,800 for one day in our 
possession we would have been able to earn $8.74 thereon 
which would have been sufficient to reimburse ourselves 
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for the expense incurred in servicing the account and also 
leave a profit of $2.57. Inasmuch as it is our contention 
that we should be enabled to realize a profit at the rate 
of 1 per cent. for one day on an annual basis on the balance 
of $93,800, or $2.57, the amount of profit shown to be 
realized on this account would have been justified. 

These were all of the expense factors involved in the 
accounts illustrated, but the resulting balance required as 
shown here is not equal to what we had previously deter- 
mined it to be for those accounts. 

The reason for this is that our problem is still incom- 
plete. We have considered, so far, only the expense items. 

There is another factor that we must deal with in 
the analysis of all accounts before we can obtain accurate 
results. The factor is of such paramount importance and 
its importance is so very often underestimated by a great 
many bankers that, before going into the proper method 
of allowing for it, some illustrations indicating its im- 
portance will be indulged in. ‘This factor is “float” and 
it will be considered in next month’s article. 





NOW READY! 


Eighth Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years’ experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for-your copy 

of this valuable 

book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St., Cambridge, Mass. 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 





One year ago the average 
number of items passing through 
this Bank was 935,574 per week. 


For the corresponding period 
this year the records show 
1,069,845 items per week. 


In our judgment this increase 
may reflect a slow but definite 
upturn in the direction of im- 
proved business conditions. 


That is our hope — and yet due 
allowance must be made for the 
fact that more and more business 
is attracted to us because of 
the excellence of our collection 
facilities. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS $30,000,000 


































Planning the Advertising Budget 


By L. Dove tas MeErepirn, Px. D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the sixteenth of a series of articles by this author covering the 
entire subject of financial merchandising.—Eprror. 


Introduction.—One of the most difficult problems con- 
fronting those in charge of the merchandising activities of 
a financial institution is the preparation of the advertising 
appropriation and the allocation of the appropriation to 
various media. Many methods have been suggested by 
which advertising budgets and appropriations might be 
prepared by following a simple formula or rule, but no 
method of this kind has proved generally applicable to all 
financial institutions of a given type. It is the purpose of 
this chapter to consider the various methods which have 
been proposed in order to evaluate them and to clarify this 
perplexing problem in so far as possible. 


Definitions—Available literature on the subject of 
budgets and appropriations makes relatively little distine- 
tion between terms which should have exact meaning. 
Three terms have been particularly misused in this manner, 
much to the obscurity of merchandising activities. These 
terms are plan, budget, and appropriation, none of which 
is synonymous or interchangeable for the others. The word 
plan refers to a specified method followed in obtaining a 
given object,’ that is, it is an organized procedure pence 
to produce sales. Budget is the term which designates a 
presentation of expenditures in detail, made necessary by 
the plan in order to show in advance how much, where, and 
when the money is to be spent.” In other words, an adver- 
tising budget is “nothing more than an advance analysis of 
anticipated activities and expenditures.”? The appropria- 
tion is the amount of money authorized by officials in re- 
sponse to the request contained in the budget. 

Those in charge of financial merchandising activities 
have usually been so enthusiastic about the work to be 





*Advertising Investment Securities, p. 124. 
*Ibid., p. 131. 
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accomplished, and those who allot appropriations have been 
so bound by tradition that advertising appropriations rarely 
conform to the budgets set up by the merchandising man- 
ager. This has given rise to a practice among financial 
merchandisers to pad their budgets in order to have left 
after the paring processes have been completed an amount 
sufficient to care for their plans. This practice is not only 
unfortunate but unsound. ‘The merchandising manager 
instead of padding the budget to obtain his needs should 
proceed to educate the officials who allot the appropriations. 
He should show them the manner in which he prepares his 
plan and budget, and win their approval of the plan. In 
too many cases the merchandising manager merely presents 
to the committee or board of directors a budget which 
requests a certain amount of money. More satisfactory 
results might be obtained by submitting a rather detailed 
analysis of the plan which it is proposed to follow during 
the period covered by the budget in order to demonstrate 
the necessity of having the requested appropriation granted. 


Determination of Appropriations——The determination 
of the amount of money to be expended on merchandising 
is a problem to be considered not only by financial institu- 
tions but by other business houses as well. The prevalence 
of this problem has given rise to development of certain 
methods which may generally be followed by business 
houses. ‘These methods are summarized in the following 
manner by Kleppner.* 


1. Devoting a certain part of the past year’s sales to advertising. 

2. Devoting a certain part of the anticipated sales for the com- 
ing year. 

3. Making an assessment on a certain unit of the objects, the 
units being sold either in previous years or anticipated for the coming 
year. 

4. Defining the work to be done, determining the forms of advertis- 
ing necessary, and figuring the cost of producing that form, and de- 
termining the space. 

5. Putting all the money that can possibly be obtained into adver- 
tising and reinvesting a part of the profits again in advertising. 


These statements of methods which may be followed 
tend to slggigsh the procedure for determining advertising 


*Kleppner, op. cit., pp. 444-446. 
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appropriations of financial institutions, but such determina- 
tion is not nearly so simple as is indicated by the above 
generalities. The “determination” of budgets for many 
businesses usually refers to advertising budgets, in the 
strict sense of the word, but in view of the fact that adver- 
tising budgets for financial institutions usually include 
expenditures for many or all merchandising activities, this 
discussion will apply to merchandising budgets rather than 
to strictly advertising budgets. 

Financial merchandisers for the past fifteen years have 
been seeking to find a uniform method which might be 
employed in many, if not all, institutions in determining their 
merchandising appropriations. This has given rise to the 
development of a great many different methods and plans, 
and these methods differ in certain respects from the 
methods described above. In the first place, it has not been 
customary in financial institutions, with the exception of 
bond houses, to consider new deposits, newly created trust 
funds, and similar services as sales. In the second place, 
it is customary to think of deposits, trust funds, the number 
of safe deposit boxes rented, and so forth, in terms of the 
aggregate in existence instead of in terms of a given year’s 
sales. Thus, the first three of the above methods which are 
used by general business houses are excluded from the 
methods followed by banks. 


Methods Followed by Banks.——The methods followed 
by banks and financial institutions, with the exception of 
investment houses, generally fall under one of the follow- 
ing headings: 


1. A certain percentage of deposits. 

2. A certain percentage of capital and surplus. 

3. A certain percentage of gross profits of a bank. 

4. An arbitrary amount. 

5. An amount designed to develop a planned program. 


Each of these methods will in turn be considered in order 
to evaluate its merits. 


Percentage of Deposits —The arbitrary allocation of a 
certain percentage of deposits of a bank is a very common 
method which has been followed in the past and which many 
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institutions follow at the present time. Custom and prac- 
tice have developed throughout the years a certain scale of 
percentages very frequently used in determination of the 
amount to be allocated for merchandising. These percent- 
ages are summarized in the following table :* 


Per Cent. 


Deposits up to $1,000,000 

More than $1,000,000, less than $10,000,000 
From $10,000,000 to $25,000,000 

From $25,000,000 to $50,000,000 

From $50,000,000 to $100,000,000 ears 8 
More than $100,000,000 ....1/10 of 1 


These rules have been taken from one source, as indi- 
‘ated, and differ markedly from similar rules based upon 
the same plan taken from another source. These follow: 


a. For banks with $10,000,000 or more deposits 1/10 of 1 per 
cent. of deposits. 


b. For banks with from $1,000,000 to $10,000,000 deposits 1/5 of 
1 per cent. to Y2 of 1 per cent. of deposits. 

ce. For banks with less than $1,000,000 deposits from 1/7 of 1 per 
cent. to 1 per cent. of deposits.® 


A method of this kind is quite obviously purely arbitrary 
and is not based upon any program or plan; rather, the 
amount is determined, and the expenditures are made to 
conform to the appropriation instead of making the appro- 
priation conform to the program and the program conform 
to the needs of the bank. This is also an unsound policy 
because there is not necessarily any fixed relationship pre- 
vailing between the amounts to be spent for merchandising 
and the amount of the deposits, and this method implies 
such relationship. For example, 1 per cent. of $1,000,000 
is $10,000, and likewise 1/10 of 1 per cent. of $100,000,000 
is $10,000. It is, of course, hardly reasonable to expect 
that banks of these respective amounts of deposits would 
have occasion to expend the same amounts for mer- 
chandising activities. Furthermore, this procedure tends to 
imply that the larger bank needs to merchandise its services 
less aggressively than the small institution, and though this 


“Kerman and Griffiin, op. cit., p. 112. 


*‘DeBebian, A. M., Advertising Appropriations, 1929. A. mimeographed 
compilation. 





——— Rw rc rrr 


THE BANKERS MAGAZINE 329 


may be true, such fact or condition can hardly be expressed 
generally by an arbitrary percentage rate. 


Percentage of Capital and Surplus—Another method, 
very similar to that described above, is one which uses a 
certain percentage of capital and surplus as the basis for 
its advertising. The figure suggested is very frequently 
5 per cent. of capital and surplus, but is sometimes taken 
at 1 per cent. of capital and surplus, or at figures between 
1 per cent. and 5 per cent. For use as a general rule, this 
principle has no more basis than that which uses a given 
percentage of deposits as its method of determining the 
advertising appropriation. In the first place, the percent- 
ages used in such instances vary widely. In the second 
place, the amount of capital and surplus which banks have 
varies from bank to bank, depending upon the policy of the 
management and upon the law of the particular jurisdic- 
tion under which the bank operates. If the directors of a 
bank have been generous in the payment of dividends, it is 
likely that surplus will be much smaller than in the case of 
an institution whose directors have been conservative in 


dividend payments. Also, one would expect to find larger 
capital and surplus in those states in which the law requires 
such accumulation and in which the bank commissioner 
emphasizes accumulation of capital and surplus. 


Percentage of Gross Profits—The third of the methods 
commonly followed by banks in determining their advertis- 
ing appropriations is to choose a certain percentage of gross 
profits. This is based upon the idea, apparently, that large 
gross profits warrant large advertising expenditures, which 
is not necessarily a reasonable conclusion. In the first 
place, large gross profits are not necessarily an indication 
of large net profits, and such appropriation might be wholly 
unwarranted after write-offs or similar adjustments have 
been made. In the second place, under certain conditions 
it might be desirable to reduce the advertising expenditures 
when profits are large and to increase those expenditures 
when profits are small. Thus, this method of determining 
the advertising appropriation may proceed in reverse fash- 
ion to that procedure which is most desirable. 
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Arbitrary Amount.—Still other financial institutions 
determine their advertising appropriations by merely setting 
aside an arbitrary amount which depends entirely upon the 
whims and fancies of the directors or trustees when this 
matter is proposed for consideration. Many bankers and 
even financial merchandisers have expressed preferences for 
one or more of the methods described above, and at the same 
time, have frowned upon the setting aside of an arbitrary 
amount each year for the advertising appropriation. In 
reality, there is only very slight difference between the 
methods described above and the allotment of an arbitrary 
amount. It is true, of course, that adoption of any one of 
the three preceding methods might readily lead to the estab- 
lishment of a precedent which would be followed from year 
to year and thus assure the merchandising manager of a 
sufficient amount of funds to enable him to carry on his 
work. On the other hand, there is very little reason to believe 
that any of the above methods when once established will 
consistently be followed for any of them might readily be 
changed. It seems reasonable to suppose that if the direc- 
tors or trustees are in sympathy with the efforts of the 
merchandising department, they would be just as willing 
to recognize a request for an appropriation determined 
arbitrarily by the merchandising manager as to recognize 
one which had been determined according to one of the 
above bases. Basically, there are very few differences 
among the four preceding methods. In the first three, a 
given rule is determined arbitrarily and this rule in turn 
determines the amount of the appropriation, whereas, in the 
last of them, the amount and not the rule is arbitrarily 
determined. 


Planned Appropriations—The last of the methods 
enumerated above and used by banks is that which necessi- 
tates the early planning of a merchandising program for a 
given period, and then allotting an amount of money suf- 
ficient to care for the program as planned. This method 
will receive further treatment below. 


Investment House Budgets——The problem of appro- 
priation in many investment houses presents aspects much 
different from those found in the determination of the 
appropriations of other financial institutions. Investment 
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merchandising includes to a large extent the merchandising 
activities which are concerned with the underwriting of se- 
curity issues. This merchandising i is handled by the syndi- 
cate which underwrites the issue and is charged largely to 
the particular issue. Obviously, syndicate advertising can- 
not be budgeted in advance for a long period of time for 
there is no information available as to the number of issues 
which will be floated. ‘The amounts expended in such in- 
stances, though they constitute a relatively small fraction 
of 1 per cent. of the total amount of the issue, frequently 
involve large expenditures which occasionally amount to a 
few hundred thousand dollars. One large investment house 
is said to use a more or less complicated formula in the 
determination of the advertising appropriation to be used 
with a given issue of securities. Even though the amounts 
to be expended on individual issues cannot be appropriated 
at the beginning of the period, it is necessary to develop a 
budget for the other merchandising activities of investment 
houses. 

Investment houses have found it desirable and expedient 


to use one of the four following methods in determining 
the merchandising appropriation, apart from new issues: 


Appropriation of a certain percentage of the year’s profits.® 

Appropriation of a certain ‘percentage of annual gross sales. 
This amount is usually about 1/10 of 1 per cent. of annual gross sales 
as determined by actual expenditures of several established houses of 
national scope in state, municipal and corporation bonds.‘ 

Arbitrary amount. 

An amount designed to develop a planned program. 


These methods are subject to criticisms similar to those 
mentioned above in the discussion pertaining to the methods 
followed by banks. It would seem at first glance that the 
appropriation of a certain percentage of bond sales would 
be highly desirable because it conforms to a principle com- 
monly followed by commercial houses, but this is not the 
case. Commercial house sales very frequently tend to con- 
form to approximately the same amount from year to year, 
except in periods of extremely wide business fluctuations 
but this is rarely true of investment houses. The last of 
the methods mentioned above is the one which is most desir- 
able and will receive further treatment below. 


‘Advertising Investment Securities, p. 134. 
‘TIbid., p. 138. 
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Allotment of Appropriations—Some financial merchan- 
disers divide the problem of the appropriation into three i 
parts: (1) Determination of the amount; (2) the allotment f 
of the appropriation to various media after it has been re- d 
ceived; and (8) allotment of the appropriation to various a 
departments. Consequently, the matter of the appropria- t 
tion is not merely a one-sided problem but rather one of d 
triangular proportions. 

Allotment to Media.—Just as financial merchandisers 
have been wont to determine the amount of the appropria- ; 


tion arbitrarily, they likewise have been inclined to allot the 
appropriation to various media by arbitrary and rule-of- 
thumb methods. One idea which commonly prevails is that 
50 per cent. to 60 per cent. of the merchandising appropria- 
tion should go to. newspapers, and from 20 per cent. to 25 
per cent. to direct material. The remainder should be dis- 
tributed among other media. Another method of distribu- 
tion suggested is the following :* 


BY MEDIUMS 


INGWHDADERS. ..........:: 005.0005. 55 
Magazines... 03 
Printed Matter. 214% 
Cuts and Engravings 05 
Composition and Drawings 05 
Postage ....... pene oes aoe Ekta . 04 
Church Papers, Programs, Directories and Subscriptions 0314 
Photos, Frames, Signs and Miscellaneous.......................... 038 


Total 


Another schedule proposes the following which presents 
“a mean average of scores of budgets.”® 









Per Cent. 
TNE 0.62 008.0, cei yoyetssi ees oo - J ao. 
Direct mail.... See cree ca me 5) kee 17 
CFOUMOOR 6.55220. eet SA 14 
Window and lobby displays........ ce 7 
Financial publications ......... ane 4.5 
Advertising specialties ; nee 4 
OS MO oo chasse sss seensss 0 ide 2 
Te, ee ee ee 2 
Miscellaneous ................ naga 9.5 











®Tue Banxers Macazine, Vol. C, March, 1920, p. 395. 


*Reed, Preston E., How to Build an Advertising Budget for a Bank, Finan- 
cial Advertisers Association, Bulletin, September, 1930, p. 319. 
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The percentages suggested above are primarily guides 
rather than grooves and, if used, should be adjusted to con- 
form to the particular circumstances of a given bank, but 
danger lies in the fact that financial merchandisers are too 
apt to accept these as rigid rules instead of realizing that 
the merchandising problem is subject to the demands of con- 
ditions prevailing in a given situation at a particular time. 

The following table from a special bulletin prepared by 
the Financial Advertisers Association presents an attempt 
to allot budgets of commercial banks among media accord- 
ing to the size of the bank:*® 

Me 52,500- §$10,000- $18,000- $20,000- $30,000- $50,000. 
15,000 50,000 100,000 150,000 200,000 


Per Per Per Per Per 
Cent. Cent. Cent. Cent. Cent. Cent. 


Newspapers..... 33 1/3-50 30-40 30-40 30-35 30-34 30-34 
Direct mail . 20 15 10 10 10 10 
Mass plan..... 15 15 8 
Window and lobby 5 3 4 
Outdoor or street car 10 20 
Track publications 3 4 


National publications 4 


Radio 10 10 
Miscellaneous . 10 14 10 10 10 


Allotment to Departments.—The allotment of the mer- 
chandising appropriation to various departments and special 
topics has received less attention than have the determina- 
tion of the budget and allotment to media. This is ac- 
counted for by the fact that the establishment of numerous 
departments within a bank is a development of more recent 
years and thus attention has not been focussed upon this 
problem in the past. No set rules have developed among 
financial merchandisers for the allotment of appropriations 
to various departments, but one early attempt is illustrated 
by the following :" 

Banking ry 
Trust 13 
Safe Deposits... 05 
General Publicity .. 34 
Bonds and Investments 04 
Statement Call... 08 
House Organ ... 07 
Equipment ...... 02 
Branches. 10 


Per Cent. 


“Financial Advertisers Association, Typewritten Report, undated. 
“THe Bankers MaGazine, Vol. C, March, 1920, p. 395. 
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A reason which accounts for the failure of rules to 
develop concerning the allotment of appropriation to de- 
partments and special topics is the fact that conditions from 
bank to bank undoubtedly differ more in this respect than 
in the other respects which have been discussed. An institu- 
tion might have two departments in which case the problem 
is one of a relative simplicity; whereas, six or seven depart- 
ments would make more complex the allotment of the 
appropriation. The relative size of the several departments 
would also add to the complexity of the problem. 


Preliminary Observations——The material _ presented 
above leads to certain deductions which may be drawn 
before proceeding to a conclusion concerning the most de- 
sirable method to be followed in handling the appropriation, 
that is, the method which provides for the planning of a 
program and the adaptation of the budget to conform to 
that program. In the first place, arbitrary methods used 
in determination of the appropriation and in allotment of 
the appropriation to media and departments are funda- 
mentally unsound. Each institution presents a particular 
problem, and sound merchandisers examine the particular 
problem and determine their solution on the basis of the 
particular institution. In the second place, many of the 
methods described above lead to careless or indifferent 
merchandising instead of bringing about a survey of the 
market and establishment of the merchandising policy to 
conform to the needs of the market. They lead to attempts 
to spend the appropriation received instead of attempts to 
obtain appropriation which will care for the needs of the 
institution. Consequently, for general purposes, all of 
these methods must be relegated into discard except the one 
which embodies sound principles of merchandising. 


The Problem.—Determination of the merchandising 
appropriations for financial institutions is just as much of 
a merchandising problem as it is for commercial houses. 
This fact necessitates the following of a certain procedure 
on the part of the financial merchandiser in handling the 
appropriation and this procedure divides itself into three 
steps, as follows: 
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1. Preparation of the merchandising plan. 

2. Preparation of the budget. 

3. Adjustment of the plan and budget to conform to the appro- 
priation. 


Each of these is a distinct step which must be treated 
by the financial merchandiser if he is to achieve success in 
his merchandising program, and each will be discussed 
separately. 


The Plan.—The merchandising plan, as pointed out 
above, is a program prepared by the merchandising man- 
ager which is designed to outline in advance the channels 
into which the sales efforts of the particular institution will 
be directed over a given period of time, usually one year. 
The plan is not a hit or miss attempt to prepare a program 
which will afford some basis for the budget, but rather 
should be the result of a careful market survey conducted 
by the merchandising department. This survey consists of 
the following parts: 

1. Analysis of the services offered by the bank. 

2. Analysis of the results being obtained from the various depart- 
ments of the particular institution. 

8. Analysis of the potential market. 

4. Analysis of general conditions. 

5. Analysis of available media. 


The merchandising manager is generally assumed to be 
familiar with the services being offered by his institution, 
and the manager who is alert will keep himself so informed. 
Nevertheless, changes constantly take place in the kinds and 
types of services rendered, and the advertising manager 
may find that at the beginning of a particular period it 
becomes his problem to develop a new service or some par- 
ticular aspect of an old service. It may happen that during 
the course of the period which is about to close some new 
services or types of services have been devised and it has 
seemed desirable to postpone aggressive development of 
these services until such time as the new appropriation has 
been rendered available, in order to permit organized and 
planned development of the service.’” 

*This does not imply that appropriations are not subject to change, for if 


necessary the appropriation might be altered or the directors might make an 
additional appropriation in order to care for the development of a new service. 
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The merchandising manager after he has prepared an 
analysis of the services rendered by his bank should then 
proceed to examine the results being obtained by the various 
departments at the given time. 


Results of Various Departments.—Business executives 
desire to have their businesses and as many departments of 
their businesses as possible so operate that each produces 
a maximum of profits at a minimum of cost. In other 
words, executives seek to exploit their businesses until the 
greatest advantage has been derived from decreasing costs 
and before increasing costs begin to make themselves mani- 
fest. This condition which results from a distribution of 
overhead costs presents the merchandiser with two problems 
to consider in the preparation of his advertising plan. In 
the first place, if a department is showing large profits but 
is still susceptible to additional development which will 
further produce profits, it is to his own advantage and to 
the advantage of his institution to develop further that 
particular department. In the second place, the merchan- 
diser is confronted especially with the problem of those 
departments which fail to show a profit. This does not 
mean that the merchandising manager is responsible for 
the profits or losses of all departments, but if a department 
is being operated efficiently, the merchandising manager 
may be able to take it “out of the red” by placing special 
emphasis upon that department in his merchandising plan. 
Furthermore, it occasionally becomes desirable for the mer- 
chandising manager to consider the conditions existing in 
particular departments before undertaking a developmental 
program. In some instances, one department may be able 
to handle a larger volume of business without retaining an 
increased number of employes, whereas some other depart- 
ment may find it necessary to hire an additional number of 
employes. This increased payroll might readily deprive the 
bank of all gain which might be secured from the increased 
volume of business. Consequently, it becomes necessary for 
the merchandising manager to examine each of the depart- 
ments in order to determine those which need development. 


Potential Market—In every community a_ potential 
market of greater or lesser proportions exists and the finan- 
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cial merchandiser in preparing his plan aims at this poten- 
tial market as his target. ‘This necessitates an understand- 
ing of conditions which prevail in that particular market. 
He must know whether many of the persons in the market 
to which he has access carry large amounts of life insurance 
before emphasizing life insurance trusts; he must know 
whether a sufficiently large number of persons have estates 
which would prove profitable in administration before 
emphasizing executor and administrator services; he must 
know something concerning corporations which are issuing 
securities and for which his institution might act as registrar, 
and so forth. In other words, the financial merchandiser 
must conduct a survey of his potential market before he 
prepares his plan. 


General Conditions.—Attention was called throughout 
the articles dealing with advertising copy to the problem 
confronting copywriters in preparing material under de- 
pressed business conditions. ‘The merchandising manager 
in preparing his plan is confronted with similar problems. 
Lack of confidence in a given community may warrant 
restriction of a program or, on the other hand, it may 
warrant an aggressive campaign to restore confidence. In- 
creased postage rates may warrant a shift from direct-mail 
to some other form of merchandising. A general policy 
of economy throughout the bank may warrant some reduc- 
tion in the advertising appropriation; and all of these points 
must come before the merchandising manager while he is 
preparing his plan. As pointed out above, one criticism of 
financial merchandisers is that they attempt to extract from 
the directors of a given institution as large an amount as 
possible, instead of attempting to prepare plans which con- 
form to conditions within the bank and without the bank. 


Available Media.—The financial merchandiser in pre- 
paring his plan must give detailed consideration to the 
media which he must employ in establishing contact with 
his potential market. This necessitates a detailed study of 
each of the available media in order to weigh the advantages 
and disadvantages and relative costs of each, in so far as 
these relative costs can be determined. In an earlier 
article the advantages and disadvantages of the various 
merchandising media were summarized, but in weighing the 
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advantages and disadvantages of each type of medium, the 
particular medium must also be included; that is, it is easy 
enough to generalize that under certain conditions a news- 
paper possesses certain advantages and disadvantages for 
purposes of conveying the sales messages of the institution, 
but in a given city different newspapers reach different 
classes of people and different conditions make it imperative 
that the financial merchandiser consider not only the nature 
of the medium but the particular medium itself. Many 
publications and radio stations publish information which 
is of value in preparing such an analysis, but the financial 
merchandiser may wish to go further than this. Conse- 
quently, he may conduct an investigation on his own account 
and will probably, or at least should, include in his analysis 
the results obtained from this medium during earlier pe- 
riods. Furthermore, media must be considered in the light 
of their ability to develop particular sales messages. Analy- 
sis of this kind is essential to the preparation of a careful 
plan to be followed in the development of a merchandising 
budget. 


Completing the Plan—The merchandiser of the finan- 
cial institution prepares his analysis in the method described 
above, and then, in the light of the information obtained, 
proceeds to outline those services which will be developed 
and the method to be followed in their development. When 
this work has been completed his merchandising plan is 
ready to pass to the budget-making stage. 


The Merchandising Budget——With his plan as his 
foundation, the merchandiser next proceeds to prepare a 
detailed presentation of the expenses which will be incurred 
in bringing this plan into operation. Of course, the mer- 
chandiser is not able to ignore the element of cost when he 
is preparing his plan. He is quite naturally interested in 
selecting those media which will produce business at a 
minimum of cost and, at the same time, he must recognize 
that his expenditures must be confined within reasonable 
limits. Very frequently a plan is prepared without giving 
much heed to the total expense, and then a temporary 
budget is prepared which is an estimate of the amount of 
money necessary to place the plan in operation. Then the 
budget is reduced and the plan is brought into conformity 
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with the budget which is believed will somewhere nearly 
meet the approval of the directors or the committee of 
directors which will pass upon the matter. The budget in 
its final form is ready for presentation to those officers who 
will pass upon it. 


Padding the Budget.—Attention has been called above 
to the tendency which prevails among financial merchan- 
disers to pad the budget, meaning by this, inserting into the 
budget as many items as possible in order to make the total 
amount of the budget as large as possible. This is done for 
two reasons. In the first place, many financial merchan- 
disers proceed upon the basis that they should “get all they 
can, and spend all they can get.” ‘This attitude has been 
voiced repeatedly throughout the addresses delivered at 
conventions of the Financial Advertisers Association. In 
the second place, financial merchandisers anticipate that 
their budgets will be cut when the board makes its appro- 
priation and for this reason believe that by making the 
appropriation as large as possible, the final amount which 
they will receive will be larger than would otherwise be the 
case. Unfortunately, even though this attitude naturally 
results from the action taken by numerous boards of direc- 
tors and trustees, it casts a shadow of suspicion upon the 
merits of financial merchandising. It conveys the appear- 
ance that the merchandising of financial services is a para- 
sitic activity, instead of an activity with which the officers of 
an institution should be in sympathy. The financial mer- 
chandiser instead of attempting to exploit the board of 
directors of his institution might much better attempt to 
develop confidence in himself and the work of his depart- 
ment and then ask for what he needs in order to do a good 
piece of work. One reason why directors and trustees have 
been wont to reduce advertising budgets lies in the fact that 
merchandising managers in preparing their budgets have, 
for the most part, submitted merely requests for amounts 
to be expended instead of constructing a case for the budget. 
That is, the directors should be told of those services which 
need development and should have explained for them the 
manner in which this development can be brought about. 


The Appropriation—The appropriation evolves from 
the budget which has been submitted to the board of direc- 





RR 


THE BANKERS MAGAZINE 


tors or trustees as a suggestion and constitutes the amount 
of money which has been allotted to the merchandising 
department for expenditure during a given period. If the 
appropriation conforms to the budget, the merchandising 
manager finds himself in a fortunate position in which he 
is able to proceed with his advertising plan as originally 
prepared. If the officers have reduced the budget in mak- 
ing the appropriation, then the merchandiser must revise 
his plan to conform to the appropriation granted him. This 
may necessitate almost an entire revision of the advertising 
plan if the appropriation is much smaller than the budget. 
Some media may have to be discarded; some departments 
may have to be deprived of the allotment contained for 
them in the plan; and finally, the amounts allotted to the 
media retained in the revision will undoubtedly have to be 
altered. This involves careful weighing on the part of 
the merchandising manager of each of the media, depart- 
ments, and services in order to select those which have the 
greatest need for developmental work. Reconciliation of 
the plan and the appropriation leaves the merchandiser 


prepared to proceed throughout the particular period for 
which the appropriation has been granted. 


Administration of the Appropriation.—The administra- 
tion of the funds received by the merchandising department 
requires just as much care as does the preparation of the 
plan, budget, and appropriation. This necessitates prepara- 
tion of a schedule so that the merchandising services will be 
placed at the proper times and in order to keep the expendi- 
tures within the appropriation. Unless the merchandising 
manager carefully allots his appropriation to various pe- 
riods he may find himself in a situation in which all of his 
funds are exhausted. Such a situation not only places him 
in an embarrassing position before the directors or trustees, 
but also places the institution with which he is associated in 
a very difficult situation in the eyes of the public. 

The attitude expressed above to the effect that the finan- 
cial merchandiser spends all he can get is hardly a tenable 
position. The fact that the directors or trustees have 
alloted a certain amount of money for the advertising 
appropriation is no reason why the merchandising manager 
should feel duty bound to spend all of that money. The 
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appropriation was made on the basis of a budget prepared 
by the manager himself. Preparation of the budget was 
based upon a plan. If the appropriation is less than the 
budget, the advertising manager has revised his plan to 
conform to the budget, and if he can accomplish the work 
outlined in his program for an amount smaller than the 
appropriation granted, it should redound favorably to the 
directors when the report is presented showing that a 
certain amount of work had been accomplished for less than 
had been estimated. Of course, there is always the danger 
that such practice may establish a precedent so that_the 
next time a budget is presented it may be reduced by the 
board on the assumption that the merchandising manager 
will be able to accomplish the work for less than he antici- 
pates. This depends entirely upon the attitude of the 
merchandising manager toward the directors. If the mer- 
chandiser can show the directors that he is economical in his 
expenditures, in the long run they will probably place more 
confidence in him than if he spends the entire appropriation 
merely to convince officers that he is merchandising the 
services of their institution. 


Summary.—The above discussion constitutes an attempt 
to formulate the general principles which underlie the 
preparation of plans, budgets and appropriations, and to 
break down some of the common delusions which prevail 
concerning these matters. This topic is one of the most dif- 
ficult to treat found in the entire investigation due to the 
fact that few sound generalizations have been possible. 
Several instances have come to the attention of the investi- 
gator in which advertising managers or new business man- 
agers have made recommendations of a particular method 
to be followed in preparation of the advertising appropria- 
tions and it has later developed that these individuals do 
not follow in their own institutions the methods which they 
recommend. Preparation of the plan, budget and appro- 
priation is obviously not a problem which can be solved by 
rule-of-thumb methods. It requires the best efforts of the 
merchandiser to analyze his market and the position of his 
particular house in that market, in order to prepare a 


merchandising program which will produce the greatest 
possible results. 
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A British View of the New Deal 


Some Thoughts on the U.S.A. and the Probable 
Trend of Mr. Roosevelt’s Policies 


By Ropert CALLANDER WYSE 


MIDST all the political and financial confusion exist- 
Ace at the end of the Great War, one outstanding fact 

‘was clear, namely, that the financial and _ political 
leadership of the world had passed to the people of the 
U.S. A. Alone among the great powers, the U.S. A., by 
coming into the conflict almost at its end, was in a position 
where her loss of life and suffering had been relatively 
negligible. She had, through the sale to her Allies of com- 
modities and munitions at what Mr. Carter Glass calls 
“unconscionable prices,’ converted herself from a debtor 
nation to the richest creditor nation in the world, and there- 
by superseded Great Britain as the leader of international 
trade. 


ONLY FEASIBLE BASIS OF INTERNATIONAL TRADE 


International trade can only be feasible on the basis of 
an exchange of goods and services between all nations in the 
system. There is of course a place for the debtor nations 
in that co-operation, but only to the extent that the largest 
creditor nations can and will offset the exports of these 
debtor nations—and balance the account—by importing 
more than they themselves export, or by making continuous 
loans to the debtor nations. If any great creditor nation 
fails to do its part in exchanging its goods for the goods of 
its debtors, then it disorganizes and upsets the equilibrium 
of world trade, with destructive effects on all the countries 
who engage in it. 

In pre-war times this exchanging of goods and services 
was the foundation on which international trade was always 
increasing, under the creditor leadership of Great Britain, 
to the world’s advantage, in which the U. S. A. had probably 
the major benefit of any debtor nation. Through her pro- 
tective tariffs in these pre-war days the U. S. A. built up 
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her internal industries on a more self-centered basis than 
that of any other country, and, after the war, when she had 
become a creditor nation, owing to the failure of her leaders 
to guide and educate her citizens, she increased her tariffs 
still more, while insisting on the payment of war debts, and 
refusing to take payment in the only way foreign debts can 
be liquidated, that is, by goods and services, 

President Roosevelt’s theme of the “good neighbor” 
might be developed with valuable results if he would tell the 
American people in his fireside talks the simple truth about 
international trade—that nations do not “hire each other’s 
money,” as President Coolidge said they did, and that, if 
they wish to export goods and commodities, payment can 
only be received in the form of imported overseas goods and 
commodities, and not by the continuous import of gold. 
And further, since the U. S. A. is now one of the great 
creditor nations of the world, she must therefore import 
more than she exports, otherwise both her exports and im- 
ports will surely diminish in the future. “There is a just 
balance in trade relations which yields the best possible 
results for all. This is the significance of economic law.” 

What Great Britain and enlightened world opinion are 
slowly beginning to realize is that, while nominally there 
may seem to be a more or less common ground between 
Washington and the governments of Europe as to what is 
essential to restore international trade, Washington, when 
it comes to the stage of doing anything definite, is never 
quite ready for co-operative action. 

It is a fact that the progress of the U. S. A. while she 
was a debtor nation was largely due to the financial assist- 
ance she received from Europe, mainly from Great Britain. 
During that period, and since she became a creditor nation, 
her industries have been protected by increasingly high 
tariffs. In the war period unprecedented opportunities 
arose, at unprecedented prices, of finding a market for her 
industrial and agricultural exports. After the war, out of 
the immense profits she made, she created credits—domestic 
and foreign—that continued her internal activity to a still 
higher level. The prices of everything in the U. S. A. 
moved skyward, except the prices of those commodities 


*National City Bank of New York Monthly Letter, Jan. 1935. 
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which were checked by outside producers. From the Presi- 
dent to the office boy, including her economists and bankers, 
nearly all breathed nothing but super optimism and satis- 
faction with themselves and with their domestic situation. 


OUR BELIEF IN UNINTERRUPTED PROSPERITY 


Before 1929 it was heresy for any American to doubt 
or suggest that “prosperity” could not continue. Everyone 
knew the secret of success—mass production and mass 
psychology. Four years later the credit “house of cards” 
the American people had erected for themselves had fallen 
down: all banks were closed, unemployment had reached 
unbelievable figures, and the country was in a state of 
internal insolvency. 

The economists tell us that internal insolvency is merely 
a domestic affair, and a matter of adjustment. When it 
involves the solvency of a number of individuals only, and 
not of institutions of the vital importance of banks, savings 
banks and insurance companies, perhaps it may be. But 
when the majority of the people are affected by the trouble, 
their reaction to a new situation is a question of their char- 
acter, education and common sense. 

The U.S. A. is an experiment in nation making. To 
populate a great continent—one of the richest countries in 
natural resources—with people drawn from every other 
country, who were promised a liberty and opportunities 
that were to be unique was certainly an attractive and 
wonderful scheme. And later on, when it was found that 
a greater reward could be secured there than elsewhere for 
similar capacity, the temptations to go there were much 
increased. 

The industrialization of the country had been built up on 
the basis of “rugged individualism,” and the man who had 
made the most money was regarded generally as the best 
example a young American should follow. There is of 
course a percentage of the American people who have quite 
different ideas, and are equal to the best in any country, 
but unfortunately for the U. S. A. and the rest of the 
world, this section is not in “politics,” and has small in- 
fluence on those who make her laws. 

Human nature is pretty much the same in all countries, 
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but some nations, it must be admitted, like some people, 
are more difficult to get on with than others. International 
trade is based on the principle of give and take. Reaping 
without sowing is impossible. Such trade is done between 
dealers in the various countries whose views must approxi- 
mate as to what is fair dealing. ‘The disclosures, however, 
that have recently been made in connection with the NRA 
about the unfair standards of commercial and industrial 
morality that prevail in the domestic trade of the U. S. A. 
itself have made it plain to the outside world that the 
absence of a spirit of reciprocal relationship in their interna- 
tional trade applies to their domestic trade as well. 


PRAISE FOR THE PRESIDENT 


Mr. Roosevelt is the first post-war President who has 
been brave enough to tell his people some of the truth about 
this unfairness and lack of reciprocity in dealing with each 
other. He might, with equal precision, have applied the 
same remarks to their country’s dealings with those outside 
the U. S. A., but “politics” no doubt prevented him from 
going so far. It is to Mr. Roosevelt’s credit, however, that 
he has not blamed other countries for the troubles in the 
U. S. A., as Mr. Hoover did so frequently. Professor 
W.C. Sumner of Yale, in one of his essays, said: “If we 
are a free self-governing people, we can blame nobody but 
ourselves for our misfortunes.” 

During the last year or two the national income of the 
U. S. A. has been little more than it was in 1913-14. 
And the national wealth, which was believed to have doubled 
by 1929, must now more or less correspond to present in- 
come. So the wealth that was supposed to have increased 
from 1914 to 1929 has proved to be illusive, and is now in 
part represented by an internal debt situation largely 
created under the national belief that “prosperity” was a 
permanent (or only just round the corner) condition in the 
U. S. A. Mr. Hoover’s successor as President has there- 
fore come into a legacy of problems, the solution of which 
appears to be beyond the power of any single man, however 
magnetic or optimistic he might be. 

Under a succession of Presidents since the war, pos- 
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sessed of wider international understanding, world trade 
would probably not have shown the shrinkage that it does 
today. Mr. Roosevelt perhaps came to power too late. 
If he should be successful in his policy of getting prices up 
eventually, it would mean transferring purchasing power 
from millions of his people—bank depositors, holders of 
insurance policies, bonds, etc.—to debtors who may pay 
their debts and “save the face” of the internal situation. 
But such a transfer will not be in the kind of dollar Mr. 
Roosevelt said the U. S. A. was seeking (and has not 
found) at the time he sent his message to the World 
Economic Conference a year or so ago. 

Inflation will certainly result in strikes (if not worse), 
and will also materially diminish the position of the 
U.S. A. in world competitive trade. If Mr. Roosevelt does 
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not get his prices up, then he will have to confront the 
realities of internal insolvency and liquidation. Unemploy- 
ment will probably continue on a great scale, at enormous 
cost to the country, and strikes and other adverse happen- 
ings cannot be avoided. 

To sum up, the underlying factors of the amazing 
progress made by the U. S. A. for many years are gradu- 
ally disclosing themselves. Some of these were due to 
external privilege; others to what can only be described as 
an extraordinary long “run of luck,” but perhaps the 
greatest factor of all, which fanned the flame of the New 
World optimism most, was the stream of adult immigrants 
who entered the country in their millions, with their immedi- 
ate and tremendous effect on production and consumption. 
This brought about an ever growing and rapid extension of 
credit, which finally tended to become habitual and excessive. 

Britain’s free trade policy, for example, which cost the 
U. S. A. nothing, was of incalculable benefit to her develop- 
ment. Then came the war, with its profit-making opportu- 
nities, culminating ten years after its close in an all-round 
domestic price level, which it is now admitted well deserved 
the description of being palpably an insane one. The in- 
evitable crash that followed, and a complete failure to 
recognize her obligations and responsibilities as a creditor 
nation, have brought the U. S. A. up against a multitude 
of problems that involve her institutions, and even Ameri- 
can civilization itself. 


MUST DECIDE BETWEEN NATIONALISM AND INTERNATIONALISM 


It is suggested therefore that Mr. Roosevelt’s recovery 
program will probably result in the U. S. A. drifting along 
until she finds herself in a state of full economic nationalism. 
What she really seems to want is to have the full benefits 
of international trading (without its essential side of reci- 
procity) and economic nationalism at the same time. That, 
in fact, was the choice that really faced Mr. Roosevelt a 
year or two ago. If he had been outside the entanglements 
of “polities,” and a determined and far-sighted statesman, 
convinced of the urgent need of reform, he would have made 
his decision then, and told his people frankly the reasons 
for his action, and what support and self-denial he required 
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of them. ‘That decision, internationalism or nationalism, 
however, has yet to be made, and can only be realized by 
sacrifices and adjustments, largely between the agricultural 
and industrial communities. How these difficulties and dif- 
ferences can be composed is the problem of leadership, and 
every delay and fresh uncertainty apparently add to the 
President’s perplexity in coming to any definite decisions 
of national policy. 

Assuming that economic nationalism comes about, the 
world’s trade activities may be temporarily reduced by the 
U. S. A. having a smaller share in them than in her hectic 
years. Her export market for raw materials—cotton, 
tobacco, ete.—will of course continue in exchange for her 
imports of coffee, rubber, tin, etc., which she does not pro- 
duce herself. But as an international competitor in manu- 
factured goods she must have regard for her obligations as 
a creditor nation, otherwise her place may be taken by other 
nations, nations who understand that international trade can 
only be carried on to mutual advantage, and in no other 
way. “Economic principles are founded in equity and 
unless economic relations are equitable (truly reciprocal), 


the volume of business declines.’”” 


*National City Bank of New York Letter, Jan. 1935. 





Small Depositors Are Protected 
and Desired 


By GeorceE R. SmitH 


Assistant Cashier, Commercial National Bank, Demopolis, Alabama 


Charged?” that appeared in a recent issue of THE 

BANKERS MaGAZINE has, I dare say, provoked a great 
deal of thought from bankers on the subject of the fairness 
of their service charges. It seems that the author of the 
article has, in some manner, arrived at the conclusion that 
bankers have assessed service charges solely for the purpose 
of making a large profit for their banks. In reality service 
charges were adopted for the purpose of stopping losses 
which were occurring in a number of accounts both large 
and small. 

As indicated by the minimum balance of $50.00 required, 
bankers do not expect to make money from many of these 
small accounts but they certainly are not willing to continue 
to take a loss on the accounts. There has been no intention 
on the part of bankers to discriminate against small deposi- 
tors and I do not believe bankers are guilty of this charge. 
Practical banking experience has taught bankers that small 
balances carried by a large number of depositors are to be 
desired over large balances carried by a few customers. 
It is reasonable to believe that a few depositors may with- 
draw all their deposits from banks, in a certain period of 
time, but where the large per cent. of a bank’s deposits are 
owned by a large number of people, the bank may feel safe 
in investing this proportion of its deposits without fear of 
a demand for unusual sums in cash. At the same time we 
must not lose sight of the fact that bankers have for many 
years served the great middle class, in which we find so 
many small depositors, gladly and without compensation. 
Some years ago a number of bank depositors maintained 
large balances in banks, which made possible the carrying 
of small depositor’s accounts without the bank feeling the 
loss in these accounts. How did small depositors fare be- 
fore the majority of banks in the country adopted the 


Trois article entitled “Are Small Depositors Over- 





THE BANKERS MAGAZINE 


service charge? The profitable accounts made it possible 
for banks to allow small depositors all the ‘privileges and 
services offered the large ones. It will be recalled that 
large balances were carried in banks before the country 
became stock-minded and prior to the crash of the stock 
market. After our customers invested a large portion of 
their bank balances in stocks and bonds, bank profits de- 
clined to such an extent that some steps became necessary 
to avoid a loss in carrying unprofitable accounts. In speak- 
ing of unprofitable accounts the writer of this article means 
accounts which do not actually pay their cost to the bank 
in which they are carried. To become a profitable account 
a deposit must remain in a bank so that it may be invested 
to bring in an income to the bank, above the cost of the 
supplies and operating expenses used in keeping the 
account, and equal to the legal rate of interest the bank 
receives in making loans. It is possible for a banker to lose 
money even though this balance is maintained but this is 
not, of course, the customer’s fault but the fault of the 
banker for not investing these deposits in profitable paper. 
Bank supplies and operating expenses have increased con- 
siderably in recent years and finally the expense of insuring 
deposits has been added to the burden of expense. 

The author of the above mentioned article indicates that 
the fifty cent service charge is incorrect due to the fact that 
accounts are not measured to determine the actual cost on 
each individual account. He further states that it is impos- 
sible to accurately measure a bank account because of 
certain factors that must be taken into consideration. If it 
is impossible to measure bank accounts to ascertain the loss 
or gain from the accounts, then bankers have accomplished 
their purpose in the service charge in making it for an 
amount that will, at least, stop losses. We know that in a 
number of banks the so-called measured service charge is 
applied but, even using a measured service charge, a mini- 
mum fee for small depositors must be determined. There 
is no way of avoiding the cost of placing an account on the 
books of a bank, regardless of the activity of the account. 

The author of the article “Are Small Depositors Over- 
Charged?” also states that the minimum balance of $50.00 
may be borrowed at the interest rate of 6 per cent., thereby 
saving the customer $3.00 a year over the service charge, 
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which in the case used was fifty cents per month. This 
statement is undoubtedly true and it further shows that 
bankers are making it possible for small depositors to enjoy 
the privileges offered the large depositors. It also shows 
that bankers are not the cold-blooded business men as they 
have at times been pictured. Let us now see how the banker 
would benefit if small depositors would borrow and main- 
tain the $50.00 required balance. First, checks against a 
customer’s account, up to this amount, would not have to 
be looked up by bookkeepers if the required balance re- 
mained on deposit. Second, a customer carrying this 
balance would never have his name appear on the overdraft 
register which at times brings criticism from the banking 
department. ‘Third, much of the service on the account 
would be saved under the plan. Fourth, many bankers 
would help and encourage a depositor who attempted to do 
this, in every way possible, to build up a substantial balance 
for himself as well as, one that would also be profitable to 
the bank. Under the present changing banking conditions, 
bankers are unable to predict what would be a reasonable 
service charge on accounts in the near future, or how soon 
the service charge schedules will be changed. 

Certain factors that apply particularly to members of 
the Federal Reserve System have made the service charge 
difficult to determine. For example, member banks must 
set up a reserve of 7 per cent. on demand deposits regard- 
less of whether the deposits are comprised of checks on out- 
of-town banks, loans or currency. Also insurance must be 
paid on these deposits although at the time the deposits are 
made the bank may not receive any actual funds for a 
period of from three to five days—the transit time required 
to collect these items. This rule alone would tend to in- 
crease service charges on the float of unpaid items. Let us 
assume that a deposit is made in a bank of an out-of-town 
check on some distant point in the amount of $5000. We 
know that it will require five days to collect this item and 
yet the bank, if a member of the Federal Reserve System, 
must, at the time the deposit is made, place $350 in the 
Federal Reserve Bank as a reserve against this deposit, 
although the bank will not have the use of the $5000 until 
five days later. If member banks would examine the float 
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occurring in their deferred credit accounts, upon which they 
are carrying this reserve, it would be apparent to them that 
neither the bank nor the customer should be required to pay 
the Federal Reserve Bank for the use of a balance that did 
not exist at the time of the deposit. Of course, if a bank 
allows the customer to withdraw any portion of this uncol- 
lected balance the bank must either be repaid in the form 
of service charge or interest. If the Federal Reserve banks 
would not require a reserve against the average balance as 
shown on the deferred credit account of a member bank, 
the customers and bank alike would profit from the trans- 
action. Suppose the Federal Reserve System, would allow 
bankers to carry two deposit accounts on their general books 
entitled Deposits and Deposits in Transit or Uncollected 
Deposits, then checks could be cleared through the Federal 
Reserve banks as they are now, at a saving. If only the 
five day items were placed in the Uncollected Deposit 
account and sent to the Federal Reserve banks for credit on 
the bank’s deferred credit account, upon which no reserve or 
insurance would be figured until the checks were actually 
paid, a substantial sum would be saved and a bank would 
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not have to tie up such a large sum of its cash in reserve 
balances. These are some of the many factors confronting 
bankers today and a reason the service charge might seem 
exorbitant. However, in the case of the small depositor, 
the writer believes that bankers have given him every con- 
sideration possible under sound banking practices. 


“This is the simple issue presented by the new bill introduced in both 
houses of Congress looking toward a complete revolution in the operation 
of banks, the issuance of currency and the granting of credit. Shall the 
banks of America with all their deposits be turned over to the politicians 
in Washington for manipulation or shall the officers of the banks in every 
community continue as the responsible trustees of the earnings and savings 
of the American people?”—Davip LAWRENCE. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Regulation, Not Destruction, Urged for 
Holding Companies 


NDER date of February 7, the 
following statement, in reference 


to the introduction in Congress 
of the proposed bill to destroy public 
utility holding companies, is authorized 
by the chief executives of the companies 
whose names appear below: George N. 
Tidd, president, American Gas & Elec- 
tric Company; H. Hobart Porter, presi- 
dent, American Water Works &  Elec- 
tric Co.; Philip G. Gossler, president, 
Columbia Gas ©& Electric Company; 
Wendell L. Willkie, president, Com- 
monwealth & Southern Corporation; 
C. E. Groesbeck, chairman, Electric 
Bond & Share Company; G. O. Muhl- 
feld, president, Stone & Webster, Inc.; 
J. F. Fogarty, president, The North 
American Company; C. O. G. Miller, 
president, Pacific Lighting Corporation; 
John J. O'Brien, president, Standard 
Gas & Electric Company; C. S. Mc- 
Cain, president, United Light and 
Power Company. 


“We have seen in this morning's 
Newspapers a summary of the proposed 
bill to destroy public utility holding 
companies. 

“We have not yet had an opportu- 
nity to study the bill itself. The official 
summary, however, indicates that it is 
based on the assumption that public 
utility holding companies perform no 
useful economic function, that they 
are not only unnecessary but actively 
pernicious and solely evil, and that 
they must not be permitted to live. 

“To this assumption we do not sub- 
scribe. And the facts do not warrant 
such assumption. 

“We do not believe it is necessary to 
destroy these companies in order to 
prevent a recurrence of abuses, many 
of which have already been corrected, 


or to correct others which have occurred 
in individual instances and which the 
greater number of holding companies 
themselves recognize should be corrected. 

“We stand ready to co-operate to 
the utmost in the framing of regulatory 
legislation which will preserve the good 
which the holding company has done, 
and will continue to do, and prevent 
the recurrence of such abuses. 

“Holding companies have played a 
very important part in developing 
American industry in practically every 
field. In the public utility industry 
they have made possible the widespread 
use and benefit of electric service. They 
have raised billions of dollars invested 
in public utility plants to provide that 
service. They have developed and co- 
ordinated these properties into essential 
economic service units, generally soundly 
financed, competently engineered and 
efficiently operated. They have pro- 
vided employment for hundreds of 
thousands of men and women. 

“No single industry can boast of 
greater achievement. 

“That the holding company system 
has been abused in some cases and ex- 
ploited for no useful purpose by some 
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organizations is admitted, just as there 
have been, viewed in today’s light, mis- 
takes in practically all other lines of 
endeavor. That additional regulation 
may be necessary to correct such things 
and prevent their recurrence is accepted. 
We advocate such regulation. 

“But to eliminate holding companies 
would seriously impair the service of 
the country’s whole utility system and 
would irreparably damage many sound 
operating companies which are today 
dependent on holding company assist- 
ance. It would work untold injustice 
upon those who have honestly invested 
in both holding and operating company 
securities. 

“Let us regulate the holding company, 
not wantonly destroy it. 

“We shall ask the committees of Con- 
gress for an opportunity to submit our 
case for consideration in the confidence 
that when fully advised they will see 
the justice of our cause, and that out 
of the present proposals there shall come 
sane and constructive legislation.” 


PURCHASING POWER OF THE 
DOLLAR 


Tit purchasing power of the dollar 


held in common stocks showed a 


decline of 4.1 per cent. during 
January, according to the monthly sur- 


vey of Administrative and Research 
Corporation, New York. During the 
same period, the purchasing power of 
the dollar held in cash declined 2.5 per 
cent. The dollar held in bonds de- 
creased 1.6 per cent. 

Wholesale commodities, as measured 
by the Bureau of Labor Wholesale 
Commodity Index, stood at 79.1 on 
February 2, 1935, as compared with 
77.1 on December 29, 1934. Thus the 
purchasing power of the dollar held in 
cash fell 2.5 per cent. during the month. 

As measured by Dow-Jones Industrial 
Averages, common stocks stood at 103.9 
at the beginning of the year and 102.2 
on Febrauary 2. When the decrease 
in the purchasine power of the dollar 
held in cash is taken into consideration, 
this shows a loss of 4.1 per cent. in the 
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purchasing power of the common stock 
dollar for the month. 

Dow-Jones Bond Averages stood at 
96.41 on February 2 as against 95,44 
at the beginning of the year. After 
allowance for decrease in the cash pur- 
chasing power of the dollar, this shows 
a decrease of 1.6 per cent. in the pur 
chasing power of the dollar held in 
bonds during the month. 


COMMERCIAL CREDIT COM- 
PANY FOR 1934 


PERATIONS for 1934 were 

generally more satisfactory than 

for any year since 1925. Net 
income applicable to dividends on the 
common stock for 1934 was $3,929, 
983.80, or $4.11 per share on the shares 
outstanding with the public at the end 
of the year, compared with $1,452, 
167.29, or $1.52 per share, for 1933. 
Gross purchases for 1934 were $377, 
959,030.77, compared with $199,683, 
169.76 for 1933. After charging off 
or providing ample reserves for all 
known losses and doubtful items, in- 
cluding all adjustments, and _ setting 
up a special reserve for contingencies 
of $900,000, net income from opera’ 
tions available for consolidated interest 
and discount charges for 1934 was 
$7,682,972.44, compared with $4,087, 
168.49 for 1933. Consolidated interest 
and discount charges were earned 5.61 
times for 1934, compared with 3.74 
times for 1933. Net income available 
for dividends for 1934, after providing 
for all Federal and other taxes, was 
$5,391,132.51, compared with $2,951, 
919.47 for 1933. This net income does 
not include any profit in the purchase, 
for retirement or otherwise (none re 
tired in 1934), of any capital stock of 
the company or any dividends received 
by it thereon, or any appreciation of 
its assets. Dividend requirements on 
the 61/4, per cent. and 7 per cent. first 
preferred stocks (excluding preferred 
stock of subsidiary), held by the public, 
were earned 8.25 times during 1934, 
compared with 4.26 times for 1933. 


The book value of the Common Stock 
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on December 31, 1934, excluding all 
reserves and including only $5.00 for 
all plant equipment, with nothing for 
ood-will, was $21.31 per share, com- 
pared with $18.26 per share on De- 
cember 31, 1933. 


NEW YORK CITY BANK STOCK- 
HOLDERS 


A total of 390,586 individuals held 
shares of stock of fifteen leading New 
York City banks and trust companies 
as of the close of 1934, a new high 
record for all time, according to records 
compiled by Hoit, Rose & Troster, spe- 
cialists in bank stocks. The total repre- 
sents an increase of 4687, or 1.21 per 
cent. compared with the total number 
of stockholders reported at the close 
of 1933. At the end of 1930 there 
were 301,932 such stockholders and at 
the end of 1920 the total was only 
19401. The increase since 1920 
amounts to 371,185, or 1913 per cent. 


INCREASED GOVERNMENT 
BORROWINGS 


ANADIAN capital issues are be- 

ing largely absorbed by govern- 

ments, as is the case in the 
United States. A. E. Ames & Co,, 
Limited, in their Investment Suggestions 
for February present a table showing 
the totals of such issued and the per- 
centages allocated to corporations and 
governments for a series of years. In 
1927 governments absorbed 50.84 per 
cent. of the total and corporations 49.16 
per cent. In 1934 governments took 
92.77 per cent. and corporations 7.23 
per cent. Commenting on present tend- 
encies, it is said: 

“The disturbing conditions under 
which we have lived, have, until the 
recent past, enlarged the borrowing 
needs of public bodies at the same time 
that investors, attracted by the yields 
from government bonds and appre- 
hensive of the position of corporate 
issues, have provided a market for gov- 


ernment issues. But it is at least a 
well-grounded hope that this change of 
the market as a result of this predomi- 
nance of government issues is not 
permanent. Already business recovery 
is turning the attention of. investors to 
corporation issues, and the easy money 
policy, introduced in many countries 
originally as a stimulus to government 
financing and in vogue now as a stimu’ 
lus to economic recovery, may facilitate 
the refunding of many corporation 


issues which have now risen to their 
redemption prices.” 


WRITE-UP OF UTILITY HOLDING 
COMPANIES 


Federal Trade Commission it is stated 

that write-ups amounting to $1,463,- 
334,892 had been found by its exam- 
iners in the assets of top holding, sub- 
holding and operating companies exam- 
ined during its six-year investigation of 
gas and electric utilities. 

Eighteen top holding companies which 
had assets with a total ledger value at 
the date of the commission’s examina- 
tion of $4,119,769,627, including fixed 
assets of $3,116,207,926, had written up 
the latter by $273,385,067 or 9.6 per 
cent., the report said. 

Forty-two subholding companies, with 
ledger value assets of $3,155,030,623, 
including fixed assets of $2,186,302,222, 
it said, had written up the latter by 
$350,554,482, or 19.1 per cent., and 
ninety-one operating companies, with 
ledger value assets of $3,987,845,063, 
of which fixed assets represented $3,- 
306,893,610, had written up the latter 
by $608,918,570. 

The commission added that additional 
write-ups of $230,476,773 were found 
in other operating companies in connec- 
tion with the examination of their hold- 
ing companies. 

The accuracy of these figures has 
been challenged by some of the com- 
panies whose names are included in 
the report. 


IB a report to the Senate by the 
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A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


London as an Industrial Center 


standing recent retrogression—to- 

wards closer relationships through- 
out the world in economic affairs, Lon- 
don has come to be regarded pre- 
eminently as a center of world trade 
and finance. Within the borders of the 
City are encompassed, besides financial 
markets, great commodity exchanges 
the Baltic, “Mark Lane,” “Mincing 
Lane,” to name only three—which ex- 
ercise a strong influence on the course 
of world prices of a wide variety of 
commodities. Vast quantities of goods, 
moreover, pass through the port, either 
for consumption within the country or 
for transshipment elsewhere. If, how- 
ever, we widen our geographical scope 
from the “square mile” of the City to 
Greater London, we find that the dis- 


[: a century of progress—-notwith- 


trict is growing rapidly as an industrial 
area, both absolutely and relatively to 


the whole country. In succeeding para- 
graphs we attempt to put into concrete 
statistical form this striking develop- 
ment. It is of interest for much more 
than its own sake and, without antici- 
pating our more specific conclusions, we 
may observe at the outset that it has an 
important bearing on present economic 
conditions and prospects in this country. 
London has thrived in the past decade 
on changing standards of demand, aris- 
ing predominantly from the home con- 
sumer. The fact illustrates the truth 
that, given favorable conditions—and 
among them an elastic monetary policy 
is one of the most important—economic 
recovery can be achieved largely by a 
cumulative process, based on rising eco- 
nomic standards, and expressed in de- 
mands which are constantly broadening, 
both qualitatively and quantitatively. 
Thus, to assume that there is a near 
limit to the possibilities of internal trade 

From the Midland Bank Monthly Review. 
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expansion is to take an unnecessarily 
gloomy, if not positively perverse, view, 

In considering the material available 
for our study it is necessary first to 
define our geographical terms. Sur 
rounding the City itself is the adminis. 
trative County of London, containing 
in 1931 a population of 4,400,000 and 
occupying about 120 square miles; but 
broader still is Greater London, the area 
contained within the Metropolitan Police 
boundary. This vast industrial, com: 
mercial, financial and residential district 
occupies nearly 700 square miles, and 
includes parts of Essex out to Barking 
and Dagenham, of Hertfordshire to 
Elstree and Barnet, of Kent to Orping- 
ton and Bexley, of Middlesex to Ux 
bridge and Wembley, and of Surrey as 
far as Coulsdon and Epsom. The popu- 
lation of the area in 1931 was a little 
over 8,200,000, or rather more than one- 
sixth of the total for the United King: 
dom. Clearly, then, Greater London 
constitutes in no true sense a single 
city, but rather a city surrounded by 
subsidiary towns, some almost distinct 
units with their own particular indus- 
trial activities, some pure residential 
suburbs, but most of mixed type. 

In the population census of 1931 just 
one-half of Greater London’s people 
were classified as “occupied persons” be’ 
tween the ages of 16 and 65, and rather 
more than one-half of this “occupied” 
total was covered by the national sys 
tem of unemployment insurance, the re’ 
mainder consisting of persons working 
on their own account, persons earning 
salaries above the datum line for insur’ 
ance purposes, and those engaged in 
activities excluded from the general 
scheme, whether or not they were cow 
ered by separate schemes of insurance. 
Yet it is to the distribution of insured 
workers in Greater London that we can 
look for some indication of the relative 
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importance of different activities. The 
table, constructed from figures for July, 
1933, provides guidance in addition as 
to the relative importance of London’s’ 
trades in the economic structure of the 
country as a whole. 


Lancashire and South Wales. As might 
be expected from common knowledge, 
the “service” trades engage a large pro- 
portion of London’s workers. More- 
over, if to the figures for these are 
added allowances for the numbers, not 


NUMBERS OF INSURED WORKERS 


(000 omitted) 


Industrial activities: 
Textiles and clothing 
Engineering, etc. 
Paper and printing 
Food, drink and tobacco 
Metals 
Woodworking, etc. 
Other 
Construction: 
Building, etc. 
Services: 
Distributive trades 
Transport and communications 
Commerce, etc. 
Miscellaneous 


A striking feature of the table, even 
though trades have been combined into 
broad groups, is the wide variety of the 
industries covered. They are so diverse 
as to cover ship repairing and book 
publishing, dressmaking and glass blow- 
ing. There is no one which can be 
designated as the dominant industry of 
the region—a fact which provides a 
partial explanation of the more fortunate 
experience of London in respect of un- 
employment when compared with those 


of, for example, the northeast coast, 


Greater 
London as 
percentage 


of U.K. 


United 
Kingdom 


Greater 


London 


193 
161 
149 
133 
Be 

71 
209 


10.4 
135 
ae 


207 


494 
212 

47 
396 


2,399 


included in the table, employed in com- 
merce and finance, the professions, and 
public services, it will be seen that the 
number of Londoners engaged in “non- 
productive” activities is well over a 
million, and probably accounts for one- 
third of the total number of persons 
gainfully employed. Nevertheless, the 
number of insured workers engaged 
in “productive activities” is strikingly 
large; in this section of economic ac- 
tivity Greater London accounts for over 
a million-and-a-quarter workers, ap- 
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proaching one-sixth of the total for the 
whole country. The industry employ- 
ing the greatest number of work- 
people is clothing, which includes tailor- 
ing and dressmaking, millinery and the 
manufacture of underclothing and boots 
and shoes. High on the list is the 
trade which more than any other may 
be called London’s speciality, paper and 
printing. Other industries employing 
more than 100,000 insured persons are 
the preparation of food, drink and 
tobacco, the metal trades, yielding a 
wide variety of products, and engineer- 
ing in all its branches. The “other” 
total, together with the “miscellaneous” 
item at the foot of the table, includes 
representatives of almost every activity 
undertaken in this country except those 
specifically named. 


Gross 
output 
£ millions 
Greater London: 
1924 
1930 
Great Britain: 


1930 
London as percentage 
of Great Britain: 


1924 3 : ‘ 
1 


A measure, in some ways more sug’ 
gestive, of London’s growing industrial 
importance is given by the results of 
the census of production for 1930, es- 
pecially when these are compared with 
corresponding data for 1924. Although 
the figures are late in making their 
360 


Net 
output 
£ miilions 


vip Me 948 
288 


appearance, they indicate a trend which 
external evidence suggests has con 
tinued to the present time. The census 
excludes from its scope the distributive 
trades, the building industry, and all 
establishments employing on an average 
less than ten workers. The gross out: 
put of each contributing undertaking 
represents the value of the goods it de 
livered during the year, while the net 
output is obtained. by deducting from 
the gross output the cost of materials 
and amounts paid for work given out. 
Thus the aggregate net output measures 
the value added at all stages of the 
various industrial processes to which 
primary materials are subjected. The 
results of the two latest censuses, both 
for Greater London and for Great 
Britain, are compared in the next table: 


Net 
output 
per person 
employed 
£ 


Mechanical 
power 

ordinarily 
in use 

thousand 
h.p. 
1,975 
3,559 


Average 
number of 
persons 
employed 
thousands 


265 


1,015 284 


wf 30 205 16,929 
’ 22,135 


14.1 
16.0 


Two principal points stand out from 
these figures: first, London’s relatively 
high output per person employed; and 
secondly, London’s increased proportion 
of the country’s total output. Dealing 
first with per capita output, it would 
appear that London is engaged more 
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upon activities involving a high degree 
of technical or artistic skill in the 
worker. Putting the explanation more 
broadly, London tends to specialize on 
the lighter, finishing trades, more par- 
ticularly the production of luxury or 
semiluxury products, many of them 
patented or proprietary articles. The 
following table provides material which 
confirms this conclusion; it sets out the 
1930 census of production figures for a 
number of separate trades in Greater 


London: 


Printing, publishing, etc. 
Electrical engineering 

Food products 

Motors, cycles and aircraft 
Mechanical engineering 
Woodworking, etc. 
Chemicals, soap, etc. 
Brewing, malting, etc. 
Stationery, etc. 

Hardware, hollow-ware, etc. 
Musical instruments 
Scientific apparatus 

All other trades 


It will be observed that the net out- 
put of the largest group, the clothing 
industry, was £18.7 millions, a figure 
which accounts for 43 per cent. of the 
total for Great Britain. In this section 
London’s output per head is consider- 


Inquiries and correspondence invited. 


ably higher than in other parts of the 
country, a result which follows from 
the fact that London is concerned 
rather with the more _ remunerative 
branches of tailoring and dressmaking 
than with, for example, the bulk manu- 
facture of ready-made clothing, which 
constitutes most of the clothing indus- 
try of Yorkshire. 

The most important London industry 
judged by output is printing, book- 
binding and publishing, and here Lon- 
don accounts for about one-half of the 


Net out- 
put per 


Average 
number of 
persons person 
employed employed 

thousands £ 


185 
363 
239 
276 
232 
244 
216 
426 
698 
181 
215 
324 
276 
294 


284 


Net 
output 
£ millions 


production of the entire country. Again, 
in engineering London is engaged mainly 
in the lighter branches—undertakings 
within that area produced 45 per cent. 
of the country’s output of electrical 
products and one-quarter of its motors, 
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cycles and aircraft; but in mechanical 
engineering, in which the north pre- 
dominates, the proportion was less than 
one-sixth. It is natural that a higher 
output per capita should be recorded 
in the production of highly-finished 
clothing and metal products than of 
mass-produced clothing, textile materials, 
pig-iron and steel. Similar distinctions 
operate in chemicals, where London 
produces drugs, dyestuffs, ink, soap and 
matches, in food and drink and other 
sections of industry. Hence the margin 
between the per capita output figures 
for London and the entire country is 
readily explained. 

Almost inevitably, along with this 
disparity of type of product goes a 
difference in the size of the average 
industrial unit. London is not the 
home of vast undertakings like those 
which characterize, for example, the 
northeast coast, Scotland and South 
Wales. The recent “New Survey of 
London Life and Labor” contains statis- 
tics bearing on this point, showing that 
in Greater London the number of em- 
ployers of ten or more insured work- 
people in 1930 was over 21,000, and 
that they employed on the average about 
66 workers. More than one-half of 
them employed less than 25 insured 
workers, three-quarters less than 50 and 
nine-tenths less than 100, while the 
number of undertakings employing over 
2000. insured workers was only. 34. 
London’s industry is thus predominantly 
in the hands of the comparatively small 
employer. Again, the latest report of 
the Chief Inspector of Factories gives 
the number of factories in Greater 
London in 1933 as 32,000, approxi- 
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mately one-fifth of the total for Great 
Britain, while workshops numbered 
19,000, nearly one-quarter of the figure 
for the whole country. The proportions 
are significant when it is remembered, 
first, that London’s insured industrial 
workers account for less than one-sixth 
of the country’s total, and that a work- 
shop, as distinct from a factory, is in 
general a place in which no mechanical 
power is employed. Both in respect 
of size of unit and type of product, 
therefore, London is clearly distinguished 
from the rest of the country, considered 
as a whole. 


LONDON’S RECENT GROWTH 


We pass now to consider London's 
experience over the past decade, as com: 
pared with that of the country as a 
whole. The table compiled from the 
census of production shows clearly the 
divergent trends over the period 1924 
30, for, whereas London’s net output 
increased, that of the whole country 
declined. London in 1930 had thus 
come to account for more than one 
fifth of the country’s industrial output, 
and it seems likely that the quota has 
since been maintained, for the propor 
tion of insured workers unemployed in 
London has throughout been consider- 
ably lower than in the country as a 
whole, and as late as September this 
year London’s percentage of unem 
ployed was 8.5, as compared with 16.1 
for Great Britain. Other statistics tell 
the same story. Thus in 1932 and 
1933 respectively the numbers of new 
factories established in England alone, 
and employing 25 or more people, were 
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636 and 463. Of these new establish- 
ments 261 and 220 respectively were 
situated in Greater London. In other 
words, nearly one out of every two 
new factories established in England 
was placed in the London district. More- 
over, London closed fewer factories, 
relatively to the number opened, than 
the country as a whole. How, then, 
are we to account for London’s more 
favorable record, and for the steady 
proportionate growth of her industrial 
activities? The first part of the ques- 
tion is not difficult to answer, for the 
explanation lies largely in the type of 
goods produced. ‘The depression fell 
with greatest severity on the exporting 
trades and the industries producing 
capital goods of large bulk, and in 
neither of these is London predominantly 
interested. Moreover, it is well known 
that, although the depression seriously 
reduced the volume of employment, it 
did not reverse the trend towards a 
higher standard of living among those 


at work. Consequently the demands 
for luxury and semi-luxury products, in 
which London specializes, were surpris- 
ingly maintained. Hence London was 
a more favored area than the great tex- 
tile districts and the homes of the 
heavy industries. 

As for the second part of our ques- 
tion, the growth of London as an in- 
dustrial area can in no way be at- 
tributed to a positive southward trans- 
fer of industry. In 1933, for example, 
only three factories employing more 
than 25 workpeople can be said to 
have moved froar the north to the south. 
The divergence of experience consists 
simply in a growth of industry in the 
south unaccompanied by an equivalent 
expansion in the older established in- 
dustrial areas. The disparity is illus- 
trated in the numbers of insured work- 
ers, whether employed or unemployed, 
in different parts of the country, for in 
the ten years to July, 1933, the total 
number increased by fifteen per cent., 
and, although no district recorded a de- 
cline, the sectional increases showed sub- 
stantial differences. The lowest was 
recorded by Wales, with four per cent., 
and. no northern district showed an in- 
crease of more than ten per cent., while 
the figure for the Midlands was nearly 
seventeen. London’s number, however, 
rose by twenty-three per cent., while 
the southwest recorded a similar in- 
crease and the southeast as much as 
thirty-eight per cent. 

The reasons for London’s 


growth, 
disregarding short-term fluctuations, are 
mixed, for they lie in considerations of 
advantage on both the productive and 


distributive sides. Some of them have 
already been hinted at in earlier re- 
marks. Perhaps the chief advantage 
possessed by London as a site for in- 
dustry lies in its proximity to a very 
large and comparatively wealthy market, 
which can be reached with a minimum 
of cost in the transport of finished 
goods. The relatively great consuming 
power of London has been found to 
demand more and more of the highly 
finished goods—the prepared foods, the 
wireless sets, the proprietary medicines 
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and so forth—which London produces 
in response to economically higher 
standards of living, and it is accordingly 
natural that many of the younger in- 
dustries, born of mankind’s insatiable 
appetite for something new, should have 
settled in the neighborhood of London. 
Thus some of the arterial roads in the 
outlying parts of the district are lined 
with new factories operating principally 
to meet these fresh demands. The 
heavier industries—the vast mills and 
mighty plants—characteristic of the 
north are almost entirely absent; but 
there are factories for the manufacture 
of patent food products, toilet requisites, 
radio components, cinema equipment, 
motor car parts, and many other 
products with little in common except 
that they are rapidly passing from the 
luxuries of this generation to the social 
necessities of the next. 

The south has gained, in addition, 
from changes in the technique of power 
in industry. The industrial greatness 
of the north and Midlands was built 


largely on the ready availability of coal, 
which came to be practically the only 


utilized source of power. The high 
transport cost of coal made it essential 
that industries should be established 
within easy reach of cheap supplies at 
the pithead. With the more wide- 
spread distribution and industrial adop- 
tion of electricity, however, this com- 
parative advantage of the older in- 
dustrial areas has been largely lost, at 
least so far as new industrial units are 
concerned. .It is significant that of the 
new factories established last year, of 
which London accounted for nearly one- 
half, nine-tenths were equipped with no 
form of power other than electricity. 

Again, mention has already been made 
of the force of the world depression 
in its effects upon the great export in- 
dustries, more particularly in Scotland, 
the northeast, Lancashire and South 
Wales. Even allowing for any pro- 
spective recovery in export business, it 
seems to have become accepted that 
Britain’s former dominance in overseas 
trade has passed, and that accordingly 
the trend has been towards a basically 


lower degree of importance of export 
trade as against production for the 
home market. The mere existence of 
the general tariff indicates widespread 
and authoritative recognition of | this 
view. This again, since London pro 
duces mainly for the home market, is a 
factor tending to press forward indus 
trial development there, superficially at 
the cost of other areas. Add to these 
considerations the fact that many of the 
raw materials for London’s industry 
have, for decades or even centuries, 
been brought to London’s port for dis 
posal; and that the development of road 
transport has been particularly rapid 
and thorough going in London, facilitat- 
ing the carriage, not only of materials 
and products, but of daily labor as 
well; and little more need be said to 
explain the movement. One other ele 
ment in the position, however, must be 
mentioned—the comparatively low level 
of local rates, an item not without im 
portance even since the “de-rating” of 
industry. The relatively low rates, 
more especially in the outer portions 
of London, are attributed partly to the 
fact that these areas have only lately 
been developed, and have not accumu 
lated outstanding obligations to the 
same extent as many of the older towns. 
Moreover, the comparative lightness of 
unemployment has spared outer London 
the appalling burdens of poor relief 
which have acted as a drag upon re 
covery where recovery is most needed. 

The rise of London as an industrial 
area represents, then, a response on the 
one hand to basic changes in consumers’ 
demand, and on the other to almost 
revolutionary changes in the technique 
of production and distribution. Eco 
nomic society, as it exists in this country, 
is undergoing a pronounced reshaping, 
and the process presents no less diff 
cult problems and involves no less hard 
ship than on previous occasions. This 
sort of change is nothing new: it hap: 
pened when the early wool industry 
migrated from the eastern counties 0 
the West Riding; when the iron im 
dustry moved from the Weald to the 
Midlands in search of wood-fuel; when 
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the great new steel industry of the 
Cleveland area rivaled the established 
iron works of Staffordshire and south 
Yorkshire; when the linen industries of 
Scotland and England languished in 
favor of Ireland; when the Aberdeen 
clipper was replaced by the iron ship 
built on the Clyde. All such changes 
inevitably bring with them displace- 
ment of labor and of capital, with im- 
measurable suffering and loss both of 
personal skill and material resources. 
Happily, the acuteness of the results of 
industrial shifting in the post-war period 
has at last engendered some sense of 
national responsibility for its conse: 
quences in the injured areas. More- 
over, no district can properly be de- 
scribed as “derelict” so long as enter. 
prise survives. There have been. signs 
i recent years that in the most de- 


pressed areas plans are being carried out 
which may well compensate them, in 
part at least, for the loss of former 
activities. ‘The great reconstruction of 
steel works in South Wales, the de- 
velopment of oil-from-coal undertakings 
there and on the Tees, the project for 
the manufacture of aircraft on Tyne- 
side—these are a few of the better- 
known signs that point to re-expansion 
of industry, with a recovery of employ- 
ment, in the areas suffering woefully 
from the results of displacement of de- 
mand. With these developments pro- 
ceeding it is perhaps not too much to 
hope that statistics such as we have 
quoted for descriptive purposes may in 
the next few years attain a closer bal- 
ance as between London and _ the 
provinces, with each area benefiting from 
a growth of prosperity in all. 





INTERNATIONAL BANKING NOTES 


BarcLays BANK LimiTep. At the ordinary general meeting of share- 
holders, January 23, the following report was made by the. directors: 


The directors have to report that after payment of all charges, full 
provision having been made for bad and doubtful. debts, the net profit for 
the year ended December 31, 1934, amounted to the sum of £1,708, 
173 16s. 6d. to which has to be added the sum of £570,238 7s. 6d. 
brought forward from December 31, 1933, making a total of £2,278, 
412 4s. Od. 


After making the following appropriations, viz.: 


To reduction of premises account £100,000 
To interim dividend, paid August 1, 1934, at the rate of 10 per 

cent. per annum on the “A” shares of £4 each fully paid, 

and 14 per cent. per annum on the “B” and “C” shares of 

£1. each fully paid, less income tax, vit... ..0660 cssscewee 807,137 

directors recommend a final dividend at the rate of 10 per 

cent. per annum on the “A” shares of £4 each fully paid, 

and 14 per cent. per annum on the “B” and “C” shares of 

£1 each fully paid, less income tax, payable on the Ist 

proximo, viz 807,137 
Leaving a balance to be carried forward of 564,136 


£2,278,412 


The directors record, with proiound sorrow, the death of Mr. Fred- 
erick Craufurd Goodenough, chairman of the board since 1917, and desire 
to express their great appreciation of the pre-eminent services rendered by 
him to the bank since its incorporation as a Limited Company in 1896. 

Mr. William Favill Tuke has been elected chairman in the place of 
the late Mr. Frederick Craufurd Goodenough, and Mr. Edwin Fisher has 
been elected deputy chairman. Mr. William Macnamara Goodenough 
has been elected a vice-chairman. 

The directors report, with much regret, that their colleague Colonel 
Hugh Gurney Barclay, M.V.O., who has been a director of the bank 
since '1896 and who retires by rotation, has decided, owing to advancing 
years, not to seek re-election. They also record, with much regret, that 
Mr. Cosmo Bevan has retired from the board on the ground of ill-health 
and that, for the same reason, Mr. Charles Frederick Wood has relin- 
quished his position as an advisory director. 

Sir John Caulcutt, formerly an advisory director, has been elected 
to a seat on the board, and, in accordance with the articles of association, 
retires, and, being eligible, offers himself for re-election. 

The following directors also retire by rotation, viz.:—Mr. Robert 
Leatham Barclay, C.B.E., Sir William Carruthers, Mr. Edwin Henry Gals- 
worthy, The Right Hon. Lord Melchett, Mr. Roger Henry Parker, M.C., 
Sir Harold Edward Snagge, K.B.E., and Mr. Cecil Mercer Woodbridge, 
all of whom, being eligible, offer themselves for re-election. 

The auditors, Messrs. Price, Waterhouse & Co., and Messrs. Kemp, 
Chatteris, Nichols, Sendell & Co., offer themselves for re-appointment. 





CANADIAN SERVICE 
for AMERICAN BANKERS 


Ye In 1859, the Bank of Montreal—then an in- 
Paar Seep) stitution of 42 years’ experience — opened its 
eth Agency in New York. This office, and the 
Bank’s offices later established at Chicago and 
San Francisco—coupled with its nation-wide 
system of branches in Canada— provide Ameri- 
can banks and financial houses having dealings 
in the Dominion with a service unexcelled in 
scope —a service backed by organization, re- 
sources and reputation. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $750,000,000 


HEAD OFFICE: MONTREAL 
New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle St 


San Francisco Office: 333 California St. 


Current Conditions in Canada 


Bank of Montreal thus summar- 
ized business conditions: 


GE date of February 25 the 


Notwithstanding the uncertainties which 
have prevailed, the economic index compiled 
by the Dominion Bureau of Statistics stood 
thirteen points higher in the second week 
in February than in the corresponding week 
last year, this representing a gain of one 
point over the preceding week. The cus- 
tomary contraction of employment at the 
close of December was much smaller than 
usual, the contraction in factory employment 
being the smallest noted in any year since 
1920. Among the favorable features of the 
month has been a marked increase in auto- 
mobile production; a production of electric: 
ity that is surpassing all records; general 
activity in the production and shipment of 
Primary metals and in forestry industries; 
sharp gains in construction contracts; con- 
finuation of the improvement in car load- 
Ings; external trade at a higher level than 
a year ago; and a resumption of buoyancy 
in Dominion ordinary revenues. A feature 
of the business record of recent weeks has 
been the improved showing of many indus- 
trial corporations and companies whose an- 


nual statements have been published. The 
record is not uniform, but the number of 
organizations whose profit have increased or 
whose losses have been substantially reduced 
is well above the total of those whose state- 
ments compare unfavorably with earlier 
showings. 

The improvement in car loadings which 
characterized 1934 (the total for which 
reached 2,319,936 cars compared with 2,031,- 
970 in 1933) has been continued into 
1935, the first six weeks of which recorded 
248,806 cars loaded as against 236,835 dur- 
ing the corresponding period of 1934. The 
calendar year improvement in railway operat- 
ing revenues is now placed at $28,000,000 
gross, and $11,000,000 net, gains respectively 
of 11 per cent. and 40 per cent. over 1933. 

The external trade of the Dominion con- 
tinues to rise, reaching a total value of 
$1,166,357,816 in the calendar year 1934, 
a gain of more than $233,000,000. Exports 
at the end of the year stood at $652,887,228 
and imports at $513,470,588, leaving a 
favorable balance of $139,416,640. Further 
increases were recorded in January, and at 
the end of that month the grand total of 
Canadian trade for the ten months of the 
fiscal year amounted to $997,626,420, com- 
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pared with $841,613,498. Exports, exclusive 
of foreign merchandise, rose from $483,- 
863,021 to $554,656,913 and imports from 
$352,687,450 to $437,196,303. 

A preliminary statement of the Canadian 
balance of international payments for the 
year 1934 was issued at Ottawa during 
January. Commodity trade showed a favor- 
able balance of $145,000,000, to which must 
be added a net gold export of over $94,- 
000,000. The tourist trade showed a favor- 
able balance of $84,000,000 compared with 
$60,000,000 in 1933. On the adverse side 
the heaviest item was in interest payments, 
which are placed at $230,000,000 compared 
with $225,000,000 in the preceding year. 
Net freight payments abroad amounted to 
$21,000,000. Under the heading of capital 
movement, it is estimated that the sale and 
purchase of securities between Canada and 
outside countries reached a total of $650,- 
000,000, of which $350,000,000 represented 
the purchase of Canadian securities by other 
countries, while Canadian purchases abroad 
amounted to $300,000,000. In addition, 
Canadian Governments and corporations re- 
tired $75,000,000 of bonds held abroad, 
against which direct investments by outside 
countries in Canada were estimated at $5,- 
000,000. On balance the net outflow of 
capital funds from Canada is estimated at 
some $20,000,000. 


The Canadian Bank of Commerce, in 
its Monthly Commercial Letter for Feb- 
ruary, says: 

As was the case a year ago, only a few 
leading industries are notably less active than 
in December. A slackening in the opera 
tions of the textile and forest industries is 
attributable to seasonal influences as well as 
to severe climatic conditions, which also in- 
terfered somewhat with the commencement 
of work on the comparatively large volume 
of new construction contracted for in Janu 
ary, about two-thirds more than was recorded 
in December. Appreciable increases in ac’ 
tivity in certain groups of secondary indus 
tries have more than offset recessions in other 
branches and, in fact, have partly counter’ 
acted the seasonal declines mentioned at the 
beginning of this article. Moreover, the 
severe weather which handicapped forestry 
operations proved a boon to coal mining in 
the western fields, and this in turn tended to 
counter-balance a decline in some metal 
mining areas. 

Apart from the exceptional gain in new 
construction contracts, the most recent prog’ 
ress appears to have been in the automotive 
and allied industries, which have entered 
their season of peak production with, judg 
ing from the latest official reports, a greater 
domestic, but a smaller foreign demand than 
was found a year ago. 
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A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by MatcoLtm Davis 


Trust in Advertising 


that the annual Mid-Winter Trust 
Conference of the American Bank- 
ets Association at the Waldorf-Astoria 
Hotel opened on Lincoln’s birthday. 
At any rate, 1400 trust executives reg- 
istered and the three-day conference 
built with skill and with enthusiasm an 
impressive marker along the road lead- 
ing to more efficient trust service. 
Subjects of major importance and in- 
terest were discussed by able and promi- 
nent speakers. The Federal Reserve 


Piss the it will be a good omen 


examination of trust departments was 
probably uppermost in the minds of 


many delegates; better education of trust 
men and the extension of trust services 
to those of more moderate means may 
have been predominant in the minds of 
others. 

Public relations and advertising were 
also discussed and opinions presented 
that were forceful and to the point. 
On these matters there were several 
outstanding highlights which this de- 
partment is particularly interested in 
placing on record. 

William C. Cope, president of Drake 
College in Newark, N. J., took “A Lay- 
man’s View of Trust Service.” He 
made several excellent suggestions which 
you have herewith: 

“Why don’t you tell the public that 
the first prerequisite of a bank is a 
place for the safe-keeping of money? 
Why don’t you tell the public if it 
were not for the bank’s projects like 
the $5,000,000 Newark Airport, the 
$110,000,000 New Jersey State High- 
way (the finest in all the world), the 
$50,000,000 Holland Tunnel,-the $60,- 
000,000 George Washington Bridge, the 
$55,000,000 Empire State Building, the 


$21,000,000 Pulaski Skyway between 
Newark and Jersey City and hundreds 
of other projects could not have been 
realized because they could not have 
been financed by the individual investor? 
It was the banks that absorbed the main 
part of the bond issues that were abso- 
lutely necessary for the erection and 
completion of these wonderful projects 
that have contributed so much to our 
prosperity, success and advancement. 
Gentlemen, the great public improve- 
ments made in the last ten years are 
the enterprises into which your trust 
funds are in a goodly measure invested. 

“Why don’t you tell the public when 
it. comes to such institutions, if you 
please, as the Y. M. C. A., the Com- 
munity Chest, the hospitals, the banks 
invariably are called upon to support 
these institutions with loans during 
critical periods? Why is it that you 
don’t inform the public that municipal 
payrolls could not have been met; and 
the public school teachers could not 
have been paid, and it is not beyond the 
realm of possibility in many locations, 
the public schools could not have been 
kept open; that county institutions 
could not have gone without pay? You, 
when called upon, went to the rescue of 
municipalities and gave temporary loans, 
so that these institutions could carry on. 

“Why are bankers so notoriously as- 
sailed? Well, first of all, I suppose it 
is necessary to have someone upon 
whom we can blame our errors, blun- 
ders and mistakes; and, at the present 
time, there seems to be no better persons 
to take our wrath and fury out upon 
than the banker. He hasn't defended 
himself and he does not fight back, and 
the more he is assailed, the less he says. 
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It is traditional of the American people 
to keep right after the fellow who 
doesn’t defend himself.” 


Hark also to the words of G. M. 
Hubbard, president of Doremus & Co. 
Mr. Hubbard made three suggestions 
which he advanced as illustrations of 
an underlying philosophy which could 
be adapted scores of different ways to 
suit individual circumstance. The first 
was “to relax”—to use advertising space 
“to say something that affects current 
problems, that will answer some ques- 
tion in the mind of the man on the 
street, and will create a clearer under- 
standing of some phase of banking.” 
He stressed the fact that each piece of 
copy should be made “as simple as you 
can and use all the homely phrases and 
concrete illustrations that can be found 
to make your story lucid, readable and 
interesting. 

Mr. Hubbard's second suggestion had 
to do with the popularizing of the scope 
of trust service as most people have 
little if any definite idea of this. He 
said: 


“The point is that lots of people who 
ought to be customers have no idea 
of the value or convenience which trust 
service might be in their cases because 
they have never had a real understand- 


ing of what such service offers. I feel 
sure that there is a large field for fur- 
ther trust advertising in finding some 
way to elaborate and make interesting 
all the countless things you do for 
people when they become your custom- 
ers. 

“If it is well done, I think you will 
be surprised at the number of people 
who will regard as interesting news 
some things which you take very much 
for granted. And it cannot fail to 
create a better feeling toward banks if 
the public comes to realize that trust 
service is a community asset and well 
worth what it costs.” 


Mr. Hubbard's third suggestion had 
to do with the performance of trust 
companies during the past few years. 
He felt that many a banker had been 
reluctant to advertise fearing that if he 


did someone would point a finger at 
him and say, “‘You didn’t do very 
well for me. What gives you the right 
to be so boastful about your service?’” 
It seems to us that Mr. Hubbard's 
answer to this state of mind is sensible. 

“Do you not think that most of such 
timidity rests upon the false assumption 
that the banker falls from grace when 
he makes a mistake? If the public un 
derstands that even such a tremendous 
institution as yours is run by human 
beings who, in spite of their best efforts, 
make mistakes, there will be no occa: 
sion for you to lapse into silence for 
months or years at a time when a 
world-wide disaster has, among other 
things, caused an unpleasant shrinkage 
in the principal value of a good many 
trusts. You should neither have any 
such false conception of your respon 
sibility nor permit the public to have 
tg 

James W. Allison, vice president and 
trust officer of the First & Merchants 
National Bank, Richmond, Va., added 
the weight of his opinion to those who 
urged that banks keep up thier trust 
advertising. Mr. Allison also stressed 
the importance of more local trust asx 
sociations as being most valuable in im 
proving the public relations of trust 
companies. He said: 

‘Advertising is an accepted and ap: 
proved method of improving both cus 
tomer and public relations, and an 
abandonment, or even drastic reduction 
of trust advertising, is believed to be 
a false economy. 

“Likewise, personal contact improves 
public relations. For the making of 
personal contacts, men and women 
who are thoroughly grounded in trust 
business, both from a theoretical and a 
practical viewpoint—not high-pressure 
salesmen—should be retained or em 
ployed by trust institutions on a still 
larger scale. 

“It should never be lost sight of, 
however, that good trust advertising 
and good personai representation are 
profitable accessories to good trust serv 
ice, not substitutes for it. 





ADVERTISING AND 


“Much that the trust division seeks 
to accomplish requires the active co- 
operation and assistance of local trust 
asociations throughout the country. 
The trust division believes that local 
trust associations should be increased in 
number, so that every trust institution, 
in so far as possible, shall be an active 
member of at least one. The support 
and assistance of more and better state, 
city and sectional trust associations are 
more than ever essential to the suc- 
ces of the trust division’s efforts to 
make trust services more generally avail- 
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able, to improve the public relations 
of trust institutions.’ 

Here, then, are three people in di- 
verse walks of life—one an educator, 
one an advertising and publicity expert, 
and one a practical trust man—all three 
approached the subject of advertising 
and public relations with a viewpoint 
grown from their individual background 
and experience. All three had a com- 
mon purpose—that of adequate, intelli- 
gent, far-seeing programs of public 
relations. The symposium of their 
opinions is something worthy of thought. 


We Knew Them When — 


UST to recall the whole business 
to your mind, this section pokes 
around in Richard F. Durham’s book 

“Financial Advertising in 1929,” pub- 
lished by The Bankers Publishing Com- 
pany in 1930, just for the fun of see- 
ing what the boys were doing back in 
those days when the depression had 
just popped from around the corner 
shouting “Surprise! Surprise!” We 
are still alive, so we'll continue at ran- 
dom from where we left off last time, 
wherever that was. 

The Bank of Italy N. T. & S. A. 
(now “of America”) was advertising 
291 banking offices in California and 
enlarging upon the fact that “The 
strength, safety and usefulness of Branch 
Banking has been demonstrated for 
more than a century” and that people 
had placed their stamp of approval on 
“those banking institutions which have 
a capital structure large enough, and 
resources diversified and distributed to 
a suficient extent, to provide the ut- 
most in safety and in financial service.” 
Prophetic words, those, for the Bank 
of America, N. T. & S. A. now has 
something like 417 banking offices in 
249 Californian communities. 

In those days, foreign commerce was 
booming along fairly briskly and The 
Bank of Nova Scotia advertised the 
fact that it was well equipped to cope 
with the rapidly changing conditions 
under which, almost hourly “modern 
ideas and inventions are bringing closer 


the once far-flung outposts of trade.” 
The illustration was that of a globe 
around which airplanes were winging 
to Tokio, Paris, New York, London, 
Delhi, Sydney and Rome. It made a 
very cohesive tie-up with the copy, 
and the whole idea was excellent in 
conception and execution. Moreover 
it will be a happy day for all nations 
when banks in Canada and in this 
country can once again see their way 
clear to advertising the assistance they 
can bring to international commerce. 
On which subject we could coil words 
around generalities ad infinitum, huffing 
and puffing and slowly turning purple. 

Armen Tashjian, A. I. A., and 
president of the Cleveland chapter of 
that architectural institute, drew his 
conception of what the buildings of the 
future would look like in the next 35 
years—this as one of the series of pre- 
dictions written by leading Cleveland- 
ers for the Cleveland Trust Company. 
A most interesting illustration to say 
the least, and Mr. Tashjian wrote some 
copy telling what things would look 
like and that we would “live vertically 
instead of horizontally.” Up in one 
corner, the Cleveland Trust said a few 
words about itself, “Whatever the 
future, we'll help you meet it.” Per- 
haps the architect’s dreams as he visual- 
ized-them may be some little time in 
coming about, although he has 30 years 
to go, but those eight words of bank 
copy were probably truer than even 
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the Cleveland Trust suspected, and hold 
just as well now as they did then, re- 
gardless of whether we shall live “ver- 
tically” or continue in our more or less 
flattened, or horizontal, state. 

R. E. Doan, of the Denver National 
Bank was trying to win folks to the 
idea of spending their vacations right 
in Colorado instead of any other place. 
His ad invited one to “take your choice 
for vacations—they’re all in Colorado.” 
Sketches suggested such delightful things 
as “Golf, riding, fishing, boating, hunt- 
ing, camping, trail hiking, glaciers, 
sightseeing, mountain climbing, mineral 


Ss? 
springs, bathing and ancient ruins.” 


The copy pointed out in no vague 


fashion how unnecessary it was for 
anyone in Colorado to go any plac 
other than a different part of the state 
for recreation of any sort. Further 
more, Mr. Doan listed over seventy 
spots (including a couple where they 
held ski tournaments in July) under 
the statement “You haven't seen Colo- 
rado until you've seen all these.” Mr 
Doan might as well be advised that his 
six-year-old ad has a strange attraction 
even now, and one of these days per 
haps we'll be able to sample a dozen 
or so of the seventy suggested spots, 
As a matter of fact, it’s right cruel to 
have to look at an ad like that smack 
in the middle of both New York and 
February. 


How Banks Are Advertising 


ANKS seem to be getting some 
B place in their efforts to educate the 

general public to a better under- 
standing of banking problems. Along 
broad educational lines, co-operative 
effort often can accomplish a great deal. 
The Ohio Bankers Association has be- 
gun a comprehensive effort on a state- 
wide scale, the first part of which is in 
the form of an address on banking giv- 
ing facts in a convenient and non- 
technical form. This address distributed 
to members of the association—and 95 
per cent. of the banks in the state, hav- 
ing 99 per cent. of the deposits, are 
members—is to be delivered at an im- 
portant. gathering of the many com- 
munities. A comprehensive advertising 
program is also under way which will 
be put before the association’s members 
for consideration. Belford P. Atkinson, 
assistant secretary of the association, 
estimates that out of the 750 banks in 
Ohio, at least 600 are not buying 
enough advertising space or are not 
making the most of what they do buy 
through lack of proper copy and lay- 
out. This sort of thing, it must be 
admitted, looks very much like progress. 


Recent advertisements of the mutual 
savings banks in New York City (group 


IV). have been rather unusual. For 
example, one was headed “6 Million 
People Are The Savings Banks”; then 
the illustration of a receiving window 
and the shadow of a well-dressed young 
man offering his pass book—through 
the entire shadow of this man is seen 
many hundreds of people crowding 
along a street. At the bottom of the 
ad are the words “The Savings Banks 
Are 6 Million People.” The effect of 
this 14 by 8 inch ad was very strik 
ing—seven words at the top and seven 
at the bottom—the rest illustration. 


“PROPERTY” is the title of a four 
page monthly issued by the Fidelity 
Trust Company, Pittsburgh, Pa. It i 
“Devoted to the Protection of Your 
Estate,” and furthermore, is most read 
able and interesting. Many of the items 
in its pages have no direct selling twist, 
and those that do are handled so wel 
that even an unsuspecting recipient 
could not take offense. There is th 
story, beginning in true fiction fashion, 
of Andrew Stephenson who got a bit 
peeved at February slush, investigated 
his own routine a bit, decided that 
keeping track of his investments took 
most of his time, called his trust com 
pany, got them to look after things, 
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and went down to the land of sun- 
shine for Some golf. There are some 
tables on the state of business, produc- 
tion, distribution and money. . There 
are a few legal questions and answers. 
There is a little item about the last 
of the Wind Ships. Another item of 
the tragedy of that famous French 
aviator, Joseph Lebrix, who crashed 
thinking that he had left his family free 
from need. A squib about “AE” and 
his thoughts on leisure. An item by 
Benjamin Franklin and an elaboration 
of it. All of these, and some others, 
were well-written and the sum total 
most effective. The fourth page was 
straight selling copy on “Investment 
Success—by the trust service method.” 


The copy in one of The Equitable 
Trust Company's advertisements headed 
“You and Your Problems” (sub-head, 
“Both welcome at the Equitable’), is 
worth repeating verbatim because it not 
only gives the good people of Baltimore 
an insight into what a bank does 
sometimes, but is also sharp selling ma- 
terial. So, with J. Blake Lowe’s kind 
permission, here goes: “Do your prob- 
lems involve new financing arrange- 
ments, possible extension of credit? 
Have you considered leasing or buying 
new factory sites? Are you investigat- 
ing the possibilities of export trade? 
Or are you working on new produc- 
tion schedules and sales methods? Here 
at the Equitable, any of our officers 
will gladly talk with you about these 
absorbing questions. Let Business and 
Banking meet round the table, that 
business revival may come speedily. Feel 
free to drop in at your convenience 
for a friendly discussion.” 

Just for the fun of it, let’s compare 
that last line “Feel free to drop in at 
your convenience for a friendly dis- 
cussion” with a more familiar phrase, 
‘We solicit your business.” Compari- 
sons may be odious, or they may not 
be, depending upon viewpoint. 


Up in Hartford, Connecticut, the 
Phoenix State Bank and Trust Company 
made a strong statement in a recent 


advertisement. In fact, the ad was 
headed “A Statement of Policy 120 
Years Old” and went on to explain 
that in the past year. the bank -made 
4200 new loans totaling more than 
seventeen million dollars—tangible evi- 
dence of how it aided “in the orderly 
operation of commerce, industry and 
finance” and thus adhering “exactly to 
the fundamental credit rules laid down 
by our founders when the Phoenix 
State was established 120 years ago at 
the same location it. occupies today.” 
The remaining copy explained the rea- 
son and necessity for extension of 
proper credit and the consistency with 
which the bank has recognized its ob- 
ligations to business and to depositors. 
Moreover, the ad managed to get in 
the names of twenty-two directors and 
thirteen officers without jeopardizing 
the ampleness of its white space. 


An attractively designed series of ad- 
vertisements from The Fort Worth Na- 
tional Bank, Texas, is combining edu- 
cational work with the merchandising 
of services. For example, one ad is 
dedicated to travelers’ checks and an- 
other to the safe deposit box. Take the 
one on the safe deposit box: it tells 
about the steel and concrete vault, the 
vault door, the timelocking, the A.D.T. 
alarm system, the dual controlled lock, 
the many uses, and the fact that it 
only costs a cent or two a day. Thus 
the reader gets some idea of the physi- 
cal equipment surrounding it and some 
idea of the labor and thought behind 
the protection that the bank supplies. 
In this series, each ad offers, aside 
from the main copy theme, a booklet 
on “What Is a Bank?” which describes 
briefly the many ways in which the 
bank’s facilities can be put to profitable 
use. 


The Huntington National Bank of 
Columbus, Ohio, is hammering away 
in a most workmanlike fashion as it 
builds with its advertising tools a 
popular conception that money is well 
spent on construction improvements. 
One 8x14 inch ad asks what the last 
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five years have done to “your” property 
and has three pictures running down 
its left side. One of these illustrations 
is of a roof which shows “the first 
signs of decay”; opposite it is a para- 
graph asking “Does it need repairs?” 
and answers by mentioning many of 
the ways in which it might need re- 
pairing. The second illustration is of 
new construction showing how “Added 
rooms increase serviceability and value”; 
and the companion paragraph asks and 
answers the question “Does it need 
alteration?” The third illustration shows 
a modern drug store front, indicative 
of added “earning power”; and the 
companion paragraph asks and answers 
the question “Does it need moderniz- 
ing?” The final nail in this particular 
advertisement is driven home by copy 
emphasizing that “Columbus architects 
and contractors can help you with plans 
and estimates. Columbus manufactur- 
ers and dealers will supply you with 
the materials and equipment to repair 
or properly modernize your property 
at economical cost.” 


From the Liberty National Bank and 
Trust Company, in Louisville, Kentucky, 
comes an ad extolling the virtues of 
that state—its richness in soil, natural 
resources, and facilities to convert those 


resources into manufactured articles. 
Tobacco, grain, coal, oil and manufac- 
tured goods are not only mentioned but 
indicated in an unusual illustration 
which is partitioned and which portrays, 
in each portion, some of the “varied 
products for a myriad of uses” originat- 
ing in Kentucky. Continuing, the 
copy explains that without money and 
credit facilities the “productive use of 
our national resources would go for 
naught.” It tells something about the 
bank—its background, its past assistance 
to business, and its particular desire to 
continue its efforts to finance business 
and industry by more loans to “for- 
ward moving businesses, large or small.” 
This advertisement really covers a lot 
of ground and covers it very well. It 
moves logically from natural resources 
to the goods derived from them; tells 
the part capital plays in the movement 


of those goods; explains how the bank 
supplied the capital; and winds up with 
an invitation to more loan applicants 
And the invitation, because it fitted 
well in the setting, rang true. Some 
one of these days, business men who 
could get loans if they wanted ‘em, 
will sniff a small profit in the dis 
tance and want some money to go hunt: 
ing for it. When that smiling day 
sneaks up on us, banks who have con. 
sistently merchandised their loan de 
partment and policy will find their ad- 
vertising dollars rolling back home again. 
Surprising, too, how quickly a good 
merchandising dollar can raise a very 
large family. 

Speaking of merchandising, hark to 
the Morris Plan Industrial Bank of 
New York (the largest industrial bank 
in the United States) as it goes about 
the business of selling personal loans. 
In block letters an early February ad 
proclaims that in “1934 this bank made 
loans of $26,653,519 to 101,956 people” 
and what’s more, the heading also pro 
claims that in “1935 this bank wants 
to lend at least $40,000,000 to 160,000 
people.” That's certainly aiming at a 
star with a vengeance—and what with 
their “no payments for three months” 
plan, it will be more surprising if they 
don’t make their goal than if they do. 
Which causes us to wonder why small 
and medium-sized businesses in general 
couldn’t use commercial loans profit: 
ably and safely if they really set their 
minds to it considering the fact that 
the human elements of those businesses 
can buy money in increasing quantity 
for personal use. The two situations 
are not exactly parallel, but still the 
shadow of wonderment persists. : 

The illustration depicts a group o 
bankers in the year 1817 when, two 
weeks after the opening of the Bank 
of Montreal, the directors appointed an 
agent at Quebec. The heading, “That 
First Branch Bank and 500 More 
indicates how successful was the 
policy of those early bankers who 
“sought to extend and perpetuate for 
the farmers and merchants the benefits 
and stimulus of a branch banking sys 
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tem the worth of which had been abun- 
dantly proved in the British Isles.” The 
ad then explains that the branch bank- 
ing system provided elasticity which 
was a vital element and that the bank 
had consistently added branches “wher- 
ever business warranted, giving to new 
and growing communities the advantages 
of banking strength, ample facilities, 
and sound management.” Thus the 
spirit of the bank has always been 
expressed, and will continue to be ex- 
pressed, “in terms of useful banking.” 
Another ad in this series pictures the 
Honorable Peter McGill, president of 
the Bank of Montreal in 1842 against 
a background of a typical farming com- 
munity. The head “To Develop A 
Nation’s Resources” is amplified by Mr. 
McGill's explanation of the reasons why 
a policy of branch banking was estab- 
lished, “The Legislature having con- 
ferred on the bank important privileges, 
and authorized the creation and employ- 
ment of a large capital, the board, in- 
stead of concentrating it all in the large 
cities, felt it their duty gradually to ex- 
tend throughout the province the bene- 
fits derivable from the use of it by the 
establishment of branches and agencies 
at such points and in such localities as 
appeared to them best calculated to en- 
courage and assist the agriculture and 
commerce of the country, to develop 
its resources, and to promote the in- 
crease of its exportable productions. 

.” Thus does this Canadian bank 
weave itself in the minds of people as 
a fabric essential to the past, present 
and future development of the entire 
country. The running theme of the 
series “Modern, efficient banking serv- 
ice... the outcome of 117 years’ 
successful operation’ points the _his- 
torical tone of each advertisement right 
up to the times. 


Through the kindness of Miss Branan, 
Alva Maxwell’s secretary, there lie be- 
fore us copies of 17 very fine adver- 
tisements. They are more visits of Man- 
on-the-Street as he goes from The Citi- 
zens and Southern National Bank, 
among the good people of Atlanta, 
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Georgia. With number 101 to 117 
of these visits on our desk, we are a 
little bit at a loss as to just where to 
start, especially as we are somewhat 
awed by such an array. Number 117 
is probably the most timely, and further- 
more it has two opening paragraphs 
which are well worth the time any 
banker would take to read them. In 
fact, it would be nice if every banker 
could read them—and if they could, 
we wonder how many would consider 
it fit for public consumption. Headed 
“There Is A White Light Shining” 
the C. @ S. told its public, “Full and 
square in the piercing light of public 
opinion, each bank stands revealed in 
the community which it serves.” And, 
paragraph 2, “The service which any 
bank renders is never better nor worse 
than people believe it to be. Public 
opinion determines its success or failure. 
The strong bank receives not only the 
deposits of people, but also the hearty 
support which prompts them to recom- 
mend it to their friends.” Yes, if all 
the people and all the bankers under- 
stood and subscribed to the together- 
we-stand principle, what a swell coun- 
try this would be. 


The First Wisconsin National Bank 
of Milwaukee has a running _illustra- 
tion in its newest series. The illus- 
tration shows that part of Wisconsin 
which is greater Milwaukee and the 
only items on the map which are of 
any prominence are the bank’s fifteen 
branch offices and main office—and they 
are very prominent. Moreover, the 
map gives an excellent idea of the 
location of these offices, their con- 
venience and their accessibility. Along 
with this motif, some particular of bank 
service is featured. Superimposed in 
the corner of the map, one ad spots a 
teller’s window and a well dressed chap 
who is saving something “every pay 
day.” Another ad pictures rows of 
safe deposit boxes, one of which is 
about to be used, and the copy ex- 
plains the uses of this service and its 
cost which, as you read it, seems little 
enough indeed. 
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Sidelights and Shadows 


Parading Some of the Advance Guard in the Company of 
Financial Advertising 


f | ‘HE Central Savings Bank, New 
York City, besides holding one of 
the records for consistent advertis- 

ing among financial advertisers, has hung 

up a new one—in January, 1935, its 
depositors gained 6 per cent. over Jan- 
uary, 1934, and January, 1934, was 

10 per cent. ahead of January, 1933, 

thus establishing a three year record 

for new accounts; the uninitiated may 
have to think a bit about this but 
eventually the corollary will become ob- 
vious. . . . Out in Chicago, the City 

National Bank and Trust Company has 

embarked upon an extensive outdoor 

advertising campaign with Chester L. 

Price doing the supervising—posters and 

painted billboards will be used; now 

that the Fair is over? ... Also in 

Chicago, the Merchants Bank and Trust 

Company continues its policy instituted 

last June of publishing its statement 

certified by independent accountants 
and including in it a complete list of 
security holdings showing both market 
and book values; and thus another bank 
appears to have decided not to hold 
its light under a bushel any longer. 

.. . A new budget checkbook appears 

on the market, brain child of one Kent 

R. Costikyan of New York City; the 

result of much budgetary thought but 

simple and encouraging to use... . 

The Bank of America, N. T., S. A., 
San Francisco, continues to push the 
sale of loans made possible by the Na- 
tional Housing Act; and a whole lot 
of people who have looked at the houses 
pictured in their ad illustrations have 
come in to “Borrow to Buy or Build” 
with “Loans up to 20 years.” . . . The 
modern layout of the California Bank, 
Los Angeles, has been mentioned be- 
fore in this department; a recent mem- 
ber of the series takes only seventy 
words to tell about solicitation of loans, 
promptness in serving customers, the 
bank’s success during the year, and the 


fact that it has fifty-four branches, . . . 
Here’s a bank president who not only 
shows himself what’s what, but acts 
upon his findings—J. L. Leichtman, 
president of the Modern Industrial 
Bank, New York City, actually went 
out in front of his bank and asked 
people whether or not they were in- 
sured in that institution and nineteen 
out of twenty interviewed did not know 
that they were covered—immediately 
Mr. Leichtman set about billboarding 
the fact that his depositors were in 
sured by the FDIC; this proves many 
things, but it surely proves that, hav 
ing found the facts, the advertising 
dollar can be aimed . . . and there is 
no prettier a sight than an advertising 
dollar winging its way towards a bull's 
ee 

There are 135 different subjects per 
taining to financial advertising, all nicely 
segregated into portfolios, on file at 
the central office of the Financial Ad: 
vertisers Association and available to 
any member who wants to know every’ 
thing about current work throughout 
the country on, say, radio—to pick one 
example from the 135; which may ac 
count in part for the nine new men 
bers mentioned in the February FAA 
Bulletin. . . . Looking ahead, the 1935 
FAA Convention will be held in At 
lantic City, and what could be more 
pleasant than salty ocean breezes on an 
Indian summer’s morn? . . . Bill Neal 
(Wachovia Bank and Trust) is the 
general chairman of the convention and 
Ed Brown (Huntington National Bank) 
has charge of the exhibits . . . all 
bankers and bank ad men having @ 
warm and friendly feeling for their 
community will be there to hear Mr. 
Neal’s aggregation on one hand and 
to see Mr. Brown’s collection on the 
other. . . . Out in Arkansas a bill is 
to be introduced in the legislature re’ 
quiring advertisements of the sale of 
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assets of closed banks thus preventing 
favoritism; which reminds us of the old 
adage that an ounce of prevention is 
worth a pound of cure. . . . The Home 
Loan Bank Board has prepared a series 
of twenty-six newspaper advertisements 
recommended to the Federal Savings 
and Loan Association System—one small 
ad alone, featuring insurance, brought 
600 replies and $14,000 in share sub- 
scriptions within a week to one asso- 
ciation; “nuff said... . 

The National Bank of Topeka ac- 
clerates its journey along the byways 
of goodwill by pausing to advertise a 
commemoration “In Honor of the Boy 
Scouts of America” on their anniver- 
sary, which is a first class idea... . 
Down in Nashville, Tennessee (seems 
that there once was music set to them 
thar words), The American National 
Bank pictures in an ad 35,000 of the 
people in the Los Angeles Olympic 
Stadium and points out that their 
75,000 customers are double that; a 


very dramatic presentation which cer- 
tainly drives home the heading “Prefer- 


ence Tells Its Own Story,” and in the 
illustration those 35,000 look like half 
the state....A_ recent Guaranty 
Trust ad tersely tells of the misfortunes 
attendent to an _ invalidly witnessed 
will, and in reading it one is willing 
to concede that the pen is mightier 
than the sword in pointing out de- 
linquencies to delinquents. . . . 

The National Bank of Grand Rapids 
advertises a 68 per cent. increase in de- 
posits in twelve months, which is a 
grand indication of rapidly returning 
confidence (pardon, please). . . . Lau- 
rance Armour, president of the Ameri- 
can National Bank and Trust of Chi- 
cago signs a little message along the 
top quarter of recent ads which are 
short, clear and effective. . . . “This is 
the 61st of a series of articles offered 
during the past three years as con- 
tributions to sound public opinion about 
banks and banking,” says part of the 
final paragraph in an Irving Trust ad; 
let us emphasize the “61st” part and 
note how well that harmonizes with 
the heading of the ad “Co-operating for 


Prosperity.” ... The Kanawha Val- 
ley Bank, Charleston, W. Va., pub- 
lishes a clearly explained statement 
which is actually just that—and “Note: 
All Securities Carried at Cost or Mar- 
ket Value, Whichever Lower”—which 
adds a punch to the line topping the 
ad “Faithful since 1867”; rather good, 
that “Faithful” part—wonder if letters 
are signed “Faithfully yours’—that 
should be a swell tie-up. . . 
Historically speaking, the Santa Bar- 
bara branch ot the decurity-First Na- 
tional Kank ot Los Angeies untolds 
many interesting landmarks and events 
in its campaign telling of the inception 
and growth ot the bank through various 
stages and names; readable and well- 
woven. . . . And the same sort of thing 
being done just as well by the First 
Citizens Bank and Trust Company of 
Utica... . The First National Bank 
of Jersey City advertises “The Turn 
of the Tide” and is about as optimistic 
as any bank copy we've seen of late. 
. A graph showing the increase in 
depositors in the Philadelphia Savings 
Fund Society shooting past the 500,000 
mark is the illustration of one of their 
recent ads; nice, too, to see a line 
shooting upwards which should attract 
favorable, if perchance envious, atten- 
tion. . . . For some unusually pleasing 
art work and layout, please glance at 
recent Marine Trust advertisements if 
you run across one.... The New 
York Financial Advertisers have elected 
E. B. Wilson of the advertising agency 
bearing his name as their president for 
1935—-with Amos Bancroft of the First 
of Boston Corporation as first vice- 
president and F. R. Kerman, Public 
National Bank and Trust as second vice- 
president; we hope that the blood of 
the revivalist courses through their veins 
so that they may capitalize on the 
progress the NYFA made in 1934. 
... To Bill Rabe, of the Manufactur- 
ers Trust Company, and immediate past 
president of the group, an appreciation; 
to “E. B.,” congratulations. .. . 
“As a Commercial Bank” the Fidelity 
Union Trust Company continues to 
show how completely good banking is 
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bound up in modern business even to 
the extent of indicating in an adver- 
tisement that “Efficient Routing—a vital 
requirement” is a subject of which they 
are an interested authority. . . . To an- 
nounce a new booklet, The New Eng- 
land Trust Company, Boston, runs an 
ad which is mostly white space due to 
the fact that the front cover of the 
booklet is reproduced and on the front 
cover is simply the name of the bank 
and the title of the booklet “Estates 
and Trusts”; an invitation is extended 
to those interested, and the ad amply 
realizes its purpose. . . . The Bank of 
New York and Trust Company asks 
“What Price Income?” in a new one 
of its investment analysis series the 
keynote of which is that the bank 
doesn’t pretend to be infallible, but in 
the long run its experts are probably 


LETTERS TO 


THOUGHT THE COMMODITY 
DOLLAR WAS DEAD 


Editor, THE BANKERS MAGAZINE: 

I didn’t know THE BANKERS MaGa- 
ZINE was conducting revival meetings— 
at least not until Mr. Rand’s attempt 
to resurrect the commodity dollar. 

If that theory has been disposed of 
once, it’s been killed a thousand times. 
Even the Committee for the Nation 
ought to take notice of it. The trouble 
is—no one seems to be able to dispose 
of the “ghost.” 

To me it is just another attack of 
economic indigestion. Somebody ought 
to send those fellows to school. 

Oscar Laspon. 
February 13, 1935. 


NO LIMIT TO CREDIT 
EXPANSION 


Editor, THE BANKERS MAGAZINE: 
One evening last week I attended a 
lecture delivered by the professor of 
political economy of Albion College, 
and after his discourse in conversation 


more capable than any one individual, 
. . . “Directly or indirectly, everybody 
uses bank service every day” is the 
running head of the Cleveland Trug 
series on educating everybody it can 
reach that banks, business and pros 
perity are pretty well married, for 
better or for worse (maybe it would 
have been better to have said “banks 
and business prosperity”). . . . The 
Hudson County National Bank, Jersey 
City, New Jersey, advertises a new 
booklet issued by its trust department 
the title of which is “Making Your 
Dollars Live’; which is a right lively 
title and a consummation devoutly to be 
wished. . . . And finally, THE Bank 
ERS MAGAZINE earnestly “solicits” you 
all to send in examples of your cur 
rent advertising and other promotional 
material. . . . 


THE EDITOR 


with him I found that he believed that 
reserve balances to be carried by the 
member banks in the reserve banks must 
be kept in gold. 

The reason I am writing to you 
about that is that in the November 
number Professor James C. Dolley 
makes the same statement on page 481. 

I am wondering if the professors are 
so far behind the times that they do 
not know that reserve balances ever 
have to be kept in gold. I think from 
the very beginning it was gold or law 
ful money of the United States. | 
presume this wording was so the bal- 
ance could be kept with bullion, other: 
wise the statement “lawful money of 
the United States” would have been 
all that was necessary. 

Mr. Dolley writes a very creditable 
article, but I wonder if he realizes that 
there is no limit now to credit expan 
sion. Since national bank notes can be 
used for a reserve balance it is now 
possible where a national bank does 
not have its full quota of notes out 
standing to take a deposit in cash of 
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$1050 and create a deposit liability by 
lending to its customers $235,294, and 
I feel that that is almost enough credit 
expansion. If the present bill goes 
through it will enable a member bank 
in a city like mine to lend more than 


$285,000 on such a deposit. Again 
that surely is credit expansion enough 
to satisfy any of the bankers. 
CHARLES R. Apair, President, 
American Monetary Reform Assn. 
Flint, Mich., Feb. 12, 1935. 


BOOKS FOR BANKERS 


PERSONAL TRUST ADMINISTRATION: A 
Manual for Banks and Trust Com- 
panies. By Cuthbert Lee, former Trust 
Supervisor, Guaranty Trust Company 
of New York, New York: The Bank 
ers Publishing Co. $5.00. 


THE handling of trusts is one of the 
most important functions appertaining 
to trust companies and to banks having 
trust departments. Its successful han- 
dling calls not alone for integrity of the 
highest kind but for a special degree of 
skill to be acquired through much expe- 
rience and the study of approved 
methods of dealing with trust accounts. 

It is the special merit of Mr. Lee’s 
book that he writes from the standpoint 
of experience gained in an important 
capacity with one of the largest trust 
companies in the United States, the 
Guaranty Trust Company of New 
York. Another quality which should 
strongly recommend the book to the 
reader is that he writes with the ease 
and clarity which is to be expected from 
one who thoroughly understands his 
subject, as he manifestly does. 

After pointing out that there are in 
the United States between 4000 and 
5000 institutions doing a personal trust 
business, the author says: 

“Many of these institutions and the 
men in them have only recently entered 
personal trust work. Even the veterans 
are constantly meeting questions entirely 
new to them arising from the increased 
use of trusts and the development of 
new forms. For these reasons an at- 
tempt has been made to put down in 
brief and organized shape in this book 
the methods and practices accepted to- 


day as correct in the administration of 
personal trusts by a trust company or 
the trust department of a state or na- 
tional bank.” 

A careful examination of the volume 
makes it evident that he has succeeded 
in this attempt—an opinion supported 
by the strong commendation received 
from many leading trust company of- 
cials, 


THE TWILIGHT OF AMERICAN 
CAPITALISM 


HAT capitalism in America is in 

its declining stage and must soon 

give way to a new order is a view 

vigorously set forth in a recent book.* 
As the author puts it: 

“A new social order thunders at 
the gates of history.” 

The “new social order” which Mr. 


Corey hears thundering at _history’s 
gates is communism—the dictatorship 
of the proletariat. Impressed by this 
belief, he requires some six hundred 
octavo pages to explain the causes for 
the reverberations which he so plainly 
discerns, even if others do not. 
Before examining in some detail the 
grounds which the author presents to 
sustain his position, tribute should be 
paid to his ability and industry. His 
ability is witnessed by the presentation 
of arguments not lightly to be dis- 
missed. They should be carefully ex- 
amined by the defenders of capitalism 
and refuted wherever refutation is pos- 
sible. His industry appears from the 


*The Decline 
by Lewis Corey. 


of American Capitalism, 


Covici-Friede, New York. 









































SS eee 


THE BANKERS MAGAZINE 


380 









truly wonderful array of facts which 
the volume contains. That they are 
facts is sustained by ample citations of 
chapter and verse. (There are nearly 
twenty-six pages of notes ‘and sources 
cited, the notes alone covering almost 
twenty-one pages in fine type.) 

If the remarkable ability and the 
amazing industry revealed in the volume 
had been dispassionately devoted to in- 
structive purposes, a solid contribution 
to economic literature would have been 
the result. But with the reverberations 
of the thunder of the new social order 
in his ears, no such treatment of his 
subject was possible to the author. He 
was forced to become a propagandist. 

Let us take a look at some of the 
dogmatic assertions with which the book 
is filled. 

“Capitalism always restricts produc- 
tion and consumption.” 


Seeing the vast increase in produc- 
tion which has taken place under capi- 
talism, and that an increase of produc- 
tion implies an enlargement of con- 
sumption, the above dictum hardly 
makes sense. In fact, it is contradicted 
by what the author says in regard to 
“the dynamics of capitalist production 
and prosperity.” “They depend,” the 
author says, “in final analysis, upon 
increasingly larger markets.” What he 
objects to is that in terms of capitalist 
prosperity it is unimportant who com’ 
poses the markets and who buys the 
goods, “providing there are markets, 
sales and profits.” 

The author tells us that “as surplus 
value and profit are unpaid labor, wages 
and profits move in inverse ratio: the 
lower the one, the higher the other.” 
But surplus value and profit are surely 
produced by other factors than labor, 
unpaid or otherwise. Natural resources, 
the vagaries of demand, and manage- 
ment are among the _ contributing 
factors. 

Perhaps the most significant state- 
ment contained in this book refers to 
the tendency of the rate of profit to 
fall, accompanied by the efforts to 
counteract this tendency. The author 
says: 


“But markets are limited, they shrink 
relatively as capitalism develops the 
forces of production more than the 
forces of consumption. Efforts to -raise 
the rate of profit may succeed, but only 
temporarily, because the rise augments 
excess Capacity and competition, and 
hastens overproduction, cyclical break- 
down, and a disastrous fall in the rate 
of profit. Thus the rate of profit falls 
because of an excess capacity used un- 
der market conditions which do not 
permit complete realization of surplus 
value and profit.” 

That the development of the forces 
of production have not been accom: 
panied by a corresponding development 
of the capacity to consume, is a familiar 
fact, painfully apparent at the present 
time. 

If the rate of profit in capitalistic 
enterprise is declining, as the author 
shows by credible statistics, and if this 
decline fails of correction by an en 
largement of plant, or otherwise, and if 
this decline continues, then the capi 
talistic system is indeed in a bad way. 

“Capitalist enrichment,” says Mr. 
Corey, “results from accumulation, not 
from consumption, which is a necessary 
evil. . . . Production and consumption, 
instead of being complementary, are in 
fundamental antagonism.” 

One has heard of poets and painters 
who produced for the sheer joy of self 
expression, but that hard-headed capi: 
talists should do so is news. Capital 
enlisted in enterprise without a care 
ful consideration of the prospects of 
consumption of its products affords a 
novel concept. 

The author has no use for the NRA, 
for fascism, for state socialism, nor 
even for the state itself. He says: 


“Socialism starts with the dictator 
ship of the proletariat and ends with 
the dissolution of the state into the 
community of integrally organized pro 
ducers, manual and mental. For so 
cialism needs a state only so long as 
there is capitalist reaction to suppress, 
national and international.” 

While no part of the volume 3 
characterized by lack of heat, the most 
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fervid chapters are those entitled “The 
Crisis of the American Dream” and 
“The American Revolution.” It is 
realized by the author that a big job 
js ahead to transform American ide- 
ology so that his views will be put 
into practice, but he thinks this can 
be done. 

Two epochs of American capitalism 
are distinguished: the one that held 
the possibility of great development 
afforded by the new agricultural lands, 
the great tide of immigration and the 
spur to prosperity due to new inven: 
tions and technological improvements; 
the other when these forces no longer 
rule, but on the contrary when a re- 


verse movement is under way. This 
represents the period of the decline of 
American capitalism. 

Capitalism has undoubtedly revealed 
many faults, and perhaps the most ob- 
vious is the separation that has taken 
place between ownership and manage- 
ment. In the author’s view these faults 
are incapable of being remedied by any- 
thing short of dictatorship of the pro- 
letariat. Without agreeing with this 
“lame and impotent conclusion,” recog- 
nition must be made of the fact that 
Mr. Corey has given the capitalists 
some nuts whose cracking will require 
strong teeth. 


a. MF. 











GETTING RID OF “IMPATIENT ACADEMICIANS” 


I THINK the sooner Washington is rid of impatient academicians 
whose threatening manifestos and decrees keep business and banks 
alike in suspense, if not in consternation, the sooner and more 
certain will we have a complete restoration of confidence and 


resumption of business in every line of endeavor. 


Glass. 


Senator Carter 
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IN THE MONTH’S NEws 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


FIRST WISCONSIN HAS GOOD YEAR 


THE First Wisconsin National Bank 
earned a net profit of $2,900,200, before 
reserves, in 1934, it was announced recently 
by Walter Kasten, president. This is an 
increase of $1,161,800 over 1933's net profit 
of $1,738,400 before reserves. 

Deposits of the First Wisconsin totaled 
$163,474,846 on December 31, 1934, com- 
pared with $125,920,555 December 30, 
1933, a gain of $37,554,291. 

Loans and discounts stood at $62,977,265 
on the same date, compared with $69,968,- 
949 a year ago. 

The bank’s holdings of United States 
Government securities amounted to $68,000,- 
000 December 31, 1934—an increase of 
$29,000,000 from December 30, 1933. 

During .the same period, cash and due 
from banks increased from $32,575,852 to 
$42,285,946—a gain of $9,710,094. 

Mr. Kasten also announced the election 
of Edwin Buchanan as vice-president. Mr. 
Buchanan recently resigned the presidency 
of the Ohio National Bank, Columbus, and 
became associated with the First Wisconsin 
on February 1. 

William Taylor was elected executive vice- 
president, and the following vice-presidents 
were re-elected: Gerald B. Hadlock, Roy L. 
Stone, Edwin R. Ormsby, George E. Fleisch- 
mann, George T. Campbell, Charles O. 
Thomas, Joseph U. Lademan, Alfred G. 
Schultz. 

A. G. Casper was named cashier; and 
Clarence H. Litchtfeldt, who has been asso- 
ciated with Wisconsin Bankshares Corpora- 
tion, was elected chief auditor of the First 
Wisconsin. 

William G. Brumder, Edward S. Tallmadge, 
John §S. Owen and P. N. Hauser were 
promoted to assistant vice-presidents. The 
following assistant vice-presidents were re- 
elected: Joseph W. Simpson, Jr., Nicholas 
Rendenbach, Frederick Wergin, Chester D. 
Raney, James J. Brooks, Reuben S. Peotter, 
William J. Klumb; Donald A. Harper was 
promoted to assistant cashier, and the follow- 
ing have been re-elected to the same posi- 
tion: Clarence Becker, Richard J. Lawless, 
Kurt Meyer, Arthur H. Horneffer, Oscar 
Kasten, Lawrence K. Houghton, Edward V. 
Kaiser, Roland R. Roehm. 

The following were named branch man- 
agers: 

Joseph U. Lademan and Alfred G. Schultz, 
vice-presidents, Second Ward Office; Arthur 
H. Lambeck, Bay View Office; Leslie H. 
Bongers, Mitchell Street Office; Gustave P. 
Thiedt, Ninth Ward Office; Wm. J. Klumb, 
assistant vice-president, North Side Office; 
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Louis H. Noll, Northwestern Office: James 
K. Edsall, Sixth Wisconsin Office: Chas. H. 
Krohn, Citizens Office; Wm. L. Carey, East 
Side Office; Gerhard G. Fischer, Merchants 
Office; Clarence J. Weber, Mid-City Office: 
Joseph M. Wolf, North Avenue Office. 
Christie Sherman, Oakland Avenue Office. 
Frank T. Nicolai, Sherman Park Office. 
Frank C. Bandelin, Vliet Street Office. 
NEW CASHIER FOR NATIONAL 
BRONX BANK 


THE BOARD OF DIRECTORS of the National 
Bronx Bank, New York, have announced the 
appointment of John A. Peterson to the post 
of cashier. He is one of the youngest bank- 
ing executives serving in such an important 
capacity. 

Mr. Peterson began his banking career 16 
years ago with the Mechanics and Metals 
National Bank, later serving in various de- 
partments of the Irving Trust Co. In 1929 
Peterson became affliated with the Melrose 
National Bank. When it was absorbed by 
the present management in 1931, he was 
made assistant cashier. 

The newly appointed cashier is married 
and resides at 3530 Decatur Avenue. His 
former post was voted to Andrew Turnbull. 
The officers of the bank are: William T. 
Keogh, president and chairman of the board 
of directors; M. A. Shipman, executive vice: 
president; H. T. Barber, 1st vice-president, 
and W. H. Ruffer, 2d vice-president. 


A. J. L. HASKELL APPOINTED FIRST 
AGENT OF BANK OF MONTREAL 
IN NEW YORK 


THE BANK OF MonTREAL has announced that 
B. C. Gardner, its first agent in New York, 
had been appointed an assistant general 
manager, located in Montreal, with jurisdic’. 
tion over the Quebec, Maritime and New 
foundland districts of the bank; and that 
A. J. L. Haskell, manager of the securities 
department of the bank at head office, had 
been appointed first agent in New York, 
succeeding Mr. Gardner. 

Mr. Haskell was on the staff of the Lon 
don City and Midland. Bank in England 
prior to entering the service of the Bank 
of Montreal at Sarnia in 1911. From Sarnia 
he was transferred to the Ottawa branch, 
where he rose to the position of assistant 
accountant. Later he was for a _ year 
accountant in the Halifax branch, and then 
returned to Ottawa as accountant. In 1921 
he served for a period in the bank's New 
York office and since 1923 has been a 
member of the head office staff. He was 
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appointed assistant manager of the securities 
department in 1928 and has been manager 
of this important department since 1930. 

Mr. Gardner began his banking career 
in Canada with the former Bank of British 
North America, which was taken over by 
the Bank of Montreal in 1918. He held 
important positions in branches in various 
parts of Canada, from British Columbia to 
the Maritimes, and was for a period manager 
for the Bank in St. John’s, Newfoundland, 
prior to his transfer to the New York agency 
three years ago. 


VIRGINIA MORRIS PLAN BANKERS 
ATTEND CONFERENCES 


Tuomas C. BousHALL, president, Ralph W. 
Pitman, executive vice-president, and H. 
Mayo Shugart, vice-president of the Morris 
Plan Bank of Virginia, attended a confer- 
ence of the “Big Ten” Morris Plan banks 
at Cleveland last month. Mr. Pitman acted 
as chairman of the conference, which in- 
cluded representatives from the Morris Plan 
banks of Rhode Island, New York, Cleve- 
land, Baltimore, Philadelphia, Buffalo, Boston, 
St. Louis, Detroit and Chicago. 

While in the Middle West, Mr. Shugart 
also attended the board of directors meet- 
ing of the National Association of Finance 
Companies at Chicago and visited the In- 
dustrial Savings Trust Company of St. Louis. 

Mr. Boushall also was present at the 
personnel and industrial relations conference 
of the American Management Association at 
Pittsburgh, at which time employment, train- 
ing, wage administration, collective bargain- 
ing and legislative proposals for mass eco- 
nomic security were discussed. 


G. A. WHITE HEADS WORCESTER 
COUNTY TRUST 


Georce Avery WHITE of Worcester has 
been elected president of the Worcester 
County Trust Company of Worcester, Mass., 
to succeed A. Otis Davis, who was elected 
chairman of the board. Mr. Davis will con- 
tinue to be active in the executive duties of 
the bank until March 1. Announcement of 
these changes was made February 5 immedi- 
ately after the meeting of the board of direc- 
tors and in making the announcement the 
board paid tribute to the unselfish service 
rendered by Mr. Davis during his tenure of 
office as president. 

Mr. White was born in Worcester in 
1896, attended public schools and entered 
Williams College which he left in June, 1917, 
to enlist in service in the World War. He 
saw active service on the United States 
torpedo boat Tingey, engaged in mine sweep- 
ing patrol and convoy in home and foreign 
waters. He was commissioned ensign Sep- 
tember 18, 1918. He is a graduate of Har- 
vard Law School, class of 1922. In July, 


1922, he became associated with the firm 
of Smith, Gage and Dresser and became 
a member of the firm in 1925 when the 
firm name was changed to Gage, Hamilton, 
June and White. 

Mr. White, on March 27, 
appointed conservator of the 
Bank and Trust Company. During his 
service, the re-organization of that bank 
and the Worcester County National Bank 
of Worcester and Fitchburg, the Second 
National Bank of Barre, the North Brook- 
field National Bank and the Spencer Na- 
tional Bank was planned and executed. Mr. 
White is a director of the State Mutual 
Life Insurance Company, Worcester County 
Trust Company and a trustee of the Worces- 
ter County Institution for Savings. He 
is married and has two children. 

The Worcester County Trust Company 
is the largest commercial banking institution 
in Massachusetts outside of Boston, and the 
trust company’s charter dates back to 1868. 
Total resources are more than $35,000,000. 
It has a capital structure of more than 
$4,000,000. 

Its most recent statement showed deposits 
in excess of $30,000,000. The trust de- 
partment has under management in various 
fiduciary capacities funds in excess of $35,- 
000,000. In addition to four offices in 
Worcester, Worcester County Trust Com- 
pany has offices in Fitchburg, Spencer, North 
Brookfield and Barre, Mass. 


1933, was 
Worcester 


$2,732,390 1934 NET REPORTED BY 
FIDELITY-PHILA. TRUST CO. 


THe FiweLity-PHILADELPHIA Trust Co. of 
Philadelphia for the year ended December 
31, 1934, reports gross earnings of $5,570,- 
312. After deduction of $2,837,922, con- 
sisting of operating expenses, Federal, state 
and city taxes, net earnings for the year 
were $2,732,390. These earnings compare 
with gross of $4,674,594 and net of $1,998,- 
162 in 1933 and with gross of $4,778,373 
and net of $2,045,946 in 1932. 

The annual report of the board of direc- 
tors of the company, containing these figures, 
was presented to stockholders at their annual 
meeting by William P. Gest, chairman. 


AVERELL BROUGHTON IN NEW 
POST 


JEROME B. Gray & Co., Philadelphia adver- 
tising agency, announce the opening of a 
New York office at 580 Fifth Avenue, New 
York. This further expansion js the result 
of the steady growth of the agency. Averell 
Broughton, formerly account executive and 
assistant vice-president of Edwin Bird Wil- 
son, Inc., New York, has joined the company 
and will be in charge of the New York 
office. Mr. Broughton has handled na- 
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Bank Buildings 


20 year’s experience in designing bank 
buildings qualify us to modernize your 
present, quarters—or design new ones— 
in a satisfactory, economical manner. 
Our survey may save your money. 


CHAS. A. HOLMES 


formerly of 


HOLMES & WINSLOW 
153 E. 38th Street - New York 


tionally known bank advertising as well as 
general accounts. 


THEOPHILUS KING IS DEAD 


THEOPHILUS KING, chairman of the Granite 
Trust Company, Quincy, Mass., died Febru- 
ary 1 at the age of 90. Mr. King had been 
president of the trust company for forty- 
eight years until his recent election as chair- 
man of the board. He had been prominent 
in the business life of Quincy since 1870 
and on each of his birthdays distributed 
$12,600 to churches and lodges. 


COMING BANKERS’ CON- 
VENTIONS 


STATE 
May 7-8—Oklahoma Bankers Association, 
Oklahoma City. 
May 9-10—North Carolina Bankers Asso- 
ciation, Carolina Hotel, Pinehurst. 
May 14-15—Missouri Bankers Association. 
May 16-17—Kansas Bankers Association, 
Topeka. 
May 21-23—Texas Bankers Association, Gal- 
veston. 
May 23-24—Georgia Bankers Association, 
Sea Island Beach. 
May 23-24—South Dakota Bankers Asso- 
ciation, Sioux Falls. 
May 23-25—New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City. 
June 7-8—West Virginia Bankers Associa- 
tion, White Sulphur Springs. 
June 17-18—Utah Bankers Association, Zion 
Canyon National Park. 
June 21-22—Colorado Bankers Association, 
Troutdale-In-The-Pines. 
June 25-26—Wisconsin Bankers Association, 
Green Lake. 
GENERAL 


March '7-8—Eastern Savings Conference, 
Waldorf-Astoria Hotel, New York, N. Y. 

April 14-17—Executive Council, American 
Bankers Association, Bon Air-Vanderbilt 
Hotel, Augusta, Ga. 

June 10-14—American Institute of Banking, 
Omaha, Nebr. 

Nov. 11-14—American Bankers Association, 
Roosevelt Hotel, New Orleans, La. 
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